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Application for Increase in Water and SR

Wastewater Rates and Charges

To Whom It May Concern:

Enclosed for filing are an original and thirteen copies of (i) an Application by Red Rock
Utilities, L.L.C. for an increase in its rates and charges for water and wastewater service, (ii})
supporting Schedules relating to the aforesaid Application, and (iii) the prepared Direct

Testimony of Mark Weinberg and Thomas J. Bourassa in connection with the aforesaid
Application and supporting Schedules.

By its Decision No. 73343, the Commission specified the date of August 3, 2014 as the
due date for filing the aforesaid Application. Inasmuch as August 3, 2014 falls on a Sunday, the

enclosed Application and supporting Schedules and related prepared testimony are being filed on
the following business day, namely, August 4, 2014.

Thank you in advance for your assistance, and let me know if you have any questions
regarding the enclosed documents.

Sincerely,

B*RM%

Lawrence V. Robertson, Jr.
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Lawrence V. Robertson, Jr.
P. O. Box 1448

2247 E. Frontage Road, Suite 1
Tubac, Arizona 85646

Phone: (520) 398-0411

Fax: (520) 398-0412

Email: Tubaclawver@aol.com

Attorney for Red Rock Utilities, LLC

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE APPLICATION | DOCKET NO: W8-04245A-14-
OF RED ROCK UTILITIES, LLC, AN
ARIZONA LIMITED LIABILITY
COMPANY, FOR A DETERMINATION APPLICATION
OF THE FAIR VALUE OF I'TS UTILITY
PLANT AND PROPERTY AND FOR
INCREASES IN ITS WATER AND
WASTEWATER RATES AND CHARGES
FOR UTILITY SERVICE BASED
THEREON.

Red Rock Utilities, LLC, an Arizona limited liability company (*“Red Rock™ or the
“Company”), hereby applies for an order providing for the following: (i) establishing the
fair value of its plant and property used for the provision of public water and wastewater
utility service;(ii) based on such fair value finding, approving permanent rates and charges
for water and wastewater utility service designed to produce a fair and reasonable return
thereon; and (iii) authorizing Red Rock to defer for future ratemaking treatment and
recognition certain heretofore recorded depreciation expenses for its water and wastewater
divisions. In support of its request, Red Rock states as follows:

1. Red Rock is a public service corporation engaged in providing water and
wastewater utility service in portions of Pinal County, Arizona, pursuant to a certificate of

convenience and necessity (*CC&N™) granted by the Arizona Corporation Commission




P. 0. Box 1448
Tubac, Arizona 85646

LAWRENCE V. ROBERTSON, JR.
ATTORNEY AT LAW

Ywoge 1 N Lt ol b

[ T N T N T N T N T N T N T N T o I R L e e R e
G =1 N L R W R = O D e Nt s W R e D

(“Commission”).! During the Test Year, Red Rock served approximately 590 customer
connections.

2. Red Rock’s business office is located at 2200 E. River Road, Suite 115,
Tucson, Arizona 85718, and .its telephone number is (520) 577-0200. The Company’s
primary management contact is Mark Weinberg. Mr. Weinberg is employed by Red Rock
as its General Manager; and, Mr. Weinberg is also a Vice President with Diamond
Ventures, Inc., which is the Managing Member of Red Rock.

3. The persons responsible for Red Rock in connection with this rate
Application are Mark Weinberg, Mr. Thomas Bourassa (the Company’s rate case
consultant), and undersigned counsel. Mr. Weinberg’s mailing address is 2200 E. River
Road, Suite 115, Tucson, Arizona 85718, his telephone number is (520) 577-0200, his
telecopier number is  (520) 299-5602, and  his email address is
mweinberg@diamondven.com. Mr. Bourassa’s mailing address is 139 W. Wood Drive,
Phoenix, Arizona 85029, his telephone number is (602) 246-7150, his telecopier number is
(602) 246-1040, and his email address is tjbl 14@cox.net. Undersigned counsel’s mailing
address is P. O. Box 1448, Tubac, Arizona 85646, his telephone number is (520) 398-0411,
his telecopier number is (520) 398-0412, and his email address is tubaclawyer@aol.com.
All discovery, data requests and other requests for information concerning this
Application should be directed by email to Mr. Weinberg, Mr. Bourassa, and
undersigned counsel.

4. The Company’s present rates and charges for water utility service were
approved by the Commission in Decision No. 67409 (November 2, 2004} in connection
with the granting of its Pinal County CC&Ns. There have been no other changes to the

Company’s rates since the current rates went into effect on or after November 2, 2004.

! The Commission in its Decision No. 70030 also has granted a CC&N to Red Rock to provide public utility water
service to an unincorporated portion of Pima County for the Verano Master-Planned Community. Some of the
infrastructure for that system has been installed, but the Company is not serving any customers at this time.
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5. Red Rock’s revenues from its utility operations are presently inadequate to
provide the Company a fair rate of return on the fair value of its utility plant and property
devoted to public service. Capital investments have been made and operating expenses
have increased since its rates were established in 2004. As a result, the revenues produced
by the current rates and charges for service are inadequate to meet operating expenses and
provide a reasonable rate of return. Therefore, the Company requests that certain
adjustments to its rates and charges for water and wastewater utility service be approved by
the Commission so that the Company may recover its operating expenses and be given a
reasonable opportunity to earn a just and reasonable rate of return on the fair value of its
property. In that regard, the Company proposes to use its original cost rate base as its fair
value rate base in this proceeding to minimize disputes and reduce rate case expense.

6. Filed concurrently herewith are the schedules required pursuant to A.A.C.
R14-2-103 for rate applications by Class “C” utilities. The test year utilized by the
Company in connection with the preparation of such schedules is the 12-month period that
ended December 31, 2013. The Company requests that the Commission utilize such test
year in connection with this Application, with appropriate adjustments to obtain a normal
or more realistic relationship between revenues, expenses and rate base during the period in
which the rates established in this proceeding are in effect.

7. During the test year, the Company’s adjusted gross revenues were $533,036
from water utility service, and $477,549 from wastewater utility service. The adjusted
operating income for water was $116,695, leading to an operating income deficiency of
$14,239. The adjusted operating income for wastewater was a negative $262,075, leading
to an operating income deficiency of $351,024. The adjusted fair value rate base was
$1,378,255 for the water system, and $936,312 for the wastewater system. Thus, the rate
of return on the Company’s water operations during the test year was 8.47 percent, and a
negative 27.99 percent for the wastewater operations.

8. The Company submits that these rates of return are inadequate to allow it to
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obtain debt, pay a reasonable distribution to its members, maintain a sound credit rating,
and/or enable Red Rock to attract additional capital on reasonable and acceptable terms in
order to continue the investment in utility plant necessary to adequately serve customers.

9. The Company is requesting an increase in water utility revenues equal to
$14,480, or an increase in revenues of 2.72 percent. Its requested increase in wastewater
revenue is $356,955, or 74.75 percent. The adjustments to the Company’s rates and
charges that are proposed herein, when fully implemented, will produce a rate of return on
the fair value rate base equal to 9.5 percent from water operations, and 9.5 percent from
wastewater operations. In that regard, as discussed in the prepared Direct Testimony of
Messrs. Weinberg and Bourassa, solely for purposes of this rate case, the Company is
proposing certain ratemaking treatment(s) to mitigate what otherwise would be the required
(and higher levels of) rate relief.

10.  In addition, the Company is requesting an accounting order authorizing it to
defer for future ratemaking treatment and recognition certain heretofore recorded
depreciation expense for its water and wastewater divisions. The circumstances
surrounding and the reasons why such an accounting order is appropriate are discussed in
the prepared Direct Testimony of Mr. Bourassa.

11.  Attached hereto as Attachment 1 are water plant descriptions and a
completed water use data sheet for the 2013 calendar year.

12.  Filed in support of this Application is the Direct Testimony of Mark
Weinberg, providing an overview of Red Rock; and the Direct Testimony of Thomas J.
Bourassa, which provides an overview of the Company’s rate filing, discussion of the
revenue requirement, including the “A” through “F” schedules, and the “G” schedules,
development of the rate base and income statement adjustments, cost of equity capital and
related issues, proposed rates, including the “H” schedules, and discussion of the effects of
the proposed rates on customers’ bills.

WHEREFORE, Red Rock requests the following relief:
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A.  That the Commission, upon proper notice and at the earliest possible time,
conduct a hearing in accordance with A.R.S. § 40-251 and determine the fair value of Red
Rock’s plant and property devoted to providing water and wastewater utility service;

B.  Based upon such determination, that the Commission approve permanent
adjustments to the rates and charges for water and wastewater utility service provided by
Red Rock, as proposed herein, or approve such other rates and charges as will produce a
just and reasonable rate of return on the fair value of the Company’s utility plant and
property; and

C.  That the Commission authorize such other and further relief as may be
appropriate to ensure that Red Rock has an opportunity to earn a just and reasonable return
on the fair value of its water and wastewater utility plant and property and as may

otherwise be required under Arizona law.

RESPECTFULLY SUBMITTED this 4™ day of August, 2014,

By wb* Rm 3~

Lawrence V. Robertson, Jr.

P.O. Box 1448

2247 E. Frontage Road, Suite |
Tubac, Arizona 85646

Attorney for Red Rock Utilities, LI.C

ORIGINAL and thirteen (13) copies of the
foregoing Application, together with the related
Direct Testimony and Schedules, were delivered
this 4® day of August, 2014, to:

Docket Control

Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007




P. Q. Box 1448
Tubace, Arizona 85646

LAWRENCE V, ROBERTSON, JR.
ATTORNEY AT LAW

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THHE MATTER OF THE APPLICATION
OF RED ROCK UTILITIES, LLC, AN
ARIZONA LIMITED LIABILITY
COMPANY, FOR A DETERMINATION
OF THE FAIR VALUE OF ITS UTILITY
PLANTS AND PROPERTY AND FOR
INCREASES IN ITS WATER AND
WASTEWATER RATES AND CHARGES
FOR UTILITY SERVICE BASED
THEREON.

DOCKET NO: WS-04245A-14-

APPLICATION

DIRECT TESTIMONY OF

MARK WEINBERG

August 4, 2014




P Q. Box 1448
Tubac, Atizoha 85046

LAWRENCE V. ROBERTSON, JR.
ATTORNEY AT LAW

80 <1 &y bt B W R

| N S N T N 2 L R N T o T O T N T T T = T = T T e S S S S
[= < B = L Y N N = R - T I == SN U, N - S VS B N ]

Q.1
Al

Q.2
A2

Q.3
A3

Q4

A4

PREPARED DIRECT TESTIMONY
OF
MARK WEINBERG

Please state your name and business address.
My name is Mark Weinberg. My business address is 2200 East River Road, Suite 115,

Tucson, Arizona 85718.

What is the purpose of your testimony at this time?

I am presenting Direct Testimony on behalf of Red Rock Utilities, L.L.C. (“Red Rock™) in
support of its contemporancously filed Application for an increase in the rates and charges
for water and wastewater service provided by Red Rock in its Pinal County, Arizona,
service area. In that regard, the term “‘water” as 1 will be using it includes sales of effluent

pursuant to rates previously authorized by the Commission.

What is your relationships with Red Rock?
I am its General Manager, and [ have held that position since the inception of the company

in 2003.

Do you have any experience in the water and/or wastewater utility industry prior to
your association with Red Rock?

Yes. From 1982 to 1987, I was employed by Foothills Water Company in connection with
the management and operation of its water and wastewater systems. From 1987 to 1995, ]
was employed by Canada Hills Water Company in connection with the management and
operation of its water and wastewater systems in the northwest area of metropolitan
Tucson, when they were acquired from Foothills Water Company. 1 concluded my

relationship with that company when its water system assets were acquired by the Town of
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Q.5

A5

Q.6
A6

Oro Valley, Arizona in 1995,

Thereafter, | commenced employment with Diamiond Ventures, Inc. in Tucson as a
Vice President in 1995; and, my responsibilities included managerial oversight of Spanish
Trail Water Company and Saguaro Water Company, each of which was owned in whole ot
in part by Mr. Donald Diamond. In that regard, my managerial oversight role with respect
to Saguaro Water Company ended in 2011, when that company was acquired by an

unrelated third party, but it continues with respect to Spanish Trail Water Company.

Will anyone in addition to you be presenting Direct Testimony on behalf of Red Rock
in connection with its Application for an increase in its rates and charges for water
and wastewater service?

Yes, Mr. Thomas J. Bourassa, a utility rate analyst and consultant, a recognized expert in
this area who has previously testified on many occasions before the Commission. Mr.
Bourassa has prepared the various schedules which are being submitted in support of Red
Rock’s Application; and, he will also be submitting Direct Testimony discussing those

schedules and Red Rock’s rate increase request.

What circumstances occasion Red Rock’s rate increase Application at this time?

Red Rock’s Pinal County water and wastewater certificates of convenience and necessity
(“CC&N™) were granted to the company by the Commission on November 2, 2004 in
Decision No. 67409. The Eighth Ordering Paragraph of that decision directed Red Rock to

“. .. file a rate application for its water and wastewater systems no later
than three months following the fifth anniversary of this Decision
including the information required in Finding of Fact No. 32.” [Decision
No. 67409 at page 13, lines 12-14]

Because development of the Red Rock Village master-planned community occurred
at a slower pace in subsequent years than was anticipated at the time Decision No. 67409
was issued, Red Rock requested two (2) separate extensions of the due date for filing the

rate application ordered by Decision No. 67409. Each of those requests was granted by the

2
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Q.7

AT

Commission in Decision Nos. 71499 and 73343, respectively; and, the due date for filing
the rate application was extended to August 3, 2012 and August 3, 2014, respectively.
Red Rock’s filing of the required rate application at this time satisfies the aforesaid

requirement from Decision No. 67409.

What circumstances caused the pace of development of Red Rock Village to be slower
than anticipated in late 2004, when Decision No. 67409 was issued?

There have been two (2) major factors. The first was a change in the ownership of the
developer of the Red Rock Village master-planned community. The second was the 2008
financial crisis and subsequent recession, the effects of which substantially and adversely
impacted the homebuilding and development industries in Southern Arizona, as well as the
entire State of Arizona and the nation as a whole.

With respect to the first major factor, at the time Decision No. 67409 was issued, it
was anticipated that Red Rock Village would be developed over a ten (10)-year period, and
that Red Rock’s owner, Diamond Ventures, Inc., would be the master developer. In that
regard, it was contemplated that the master developer would prepare block plats for six (6)
development phases, and the block-platted property would then be sold to individual
developers and homebuilders who would develop individual subdivisions within Red Rock
Village upon receipt of approval from Pinal County. However, in 2003, the Red Rock
Village master-planned community project was sold to Pulte Homes, a national home
builder company with an established and well-regarded record for developing master- |
planned communities throughout the United States. That change in project ownership, in
turn, affected the development timeline for Red Rock Village, as Pulte Homes formulated
its own development plans. Illustrative of this is the fact that Red Rock did not commence
water and wastewater service to its first customer until August 3, 2007, or approximately
two and three-quarters (2 %) years after Decision No. 67409 was issued.

As previously indicated, the second major factor affecting the pace of development
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Al

Q.9

of Red Rock Village was the 2008 financial crisis and the subsequent prolonged economic
recession. In that regard, the Commission is fully aware of this circumstance, as evidenced
by its granting of numerous requests in subsequent years for extensions of compliance
filing deadlines for affected public service corporations, including the aforementioned

extensions granted to Red Rock in Decision Nos. 71499 and 73343.

What was the relevance of the slower than anticipated pace of development of Red
Rock Village upon the decision of Red Rock to request two (2) extensions of the due
date for filing the rate application ordered by Decision No. 674097

Succinctly stated, because of the relatively small customer base which existed within the
Red Rock Village community vis-d-vis the value of the plant in service that was necessary
to provide safe and reliable service, the company was concerned that a rate increase
providing a fair and reasonable return on its investment potentially could result in “rate
shock” to its customers in Red Rock Village. In that regard, the following excerpt from
Decision No. 73343 accurately reflects the thinking of the company in August of 2012:

“The Company reports that in March 2010, when Decision No.
71499 was issued, Red Rock had 527 customers, and that currently it
has 575 customers. The Company states that its internal review
indicates that if a rate case were filed by the current August 3, 2012,
deadline, both the water and wastewater divisions would warrant
significant rate increases. The Company asserts that the effects of
the 2008 financial crisis and recession continue to burden the
homebuilding industry in southern Arizona. As a result, the owners
of Red Rock have concluded that filing for a rate increase at this
time would not be in the best interests of current ratepayers, the
near-term future of the Red Rock Village community as it tries to
attract additional residents, or the long-term interests of the water
company. The Red Rock owners state that they are committed to
providing the resources necessary to ensure that Red Rock will
continue to provide adequate, rcliable and good quality service.”
[Decision No. 73343 at page 2, lines 3-13]

Has the customer base at Red Rock Village since increased to the point that the

company’s concern regarding the potential for significant rate increases no longer
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A.l0

Q.11

Alll

exists?

No, that potential continues to exist, and the company believes that significant increases in
both its water and wastewater rates would be warranted at this time, if rates were to be set
using the customary rate of return ratemaking methodology, and without the use of any

mitigating ratemaking methodologies or assumptions for the limited purpose of this case.

Why, then, didn’t the company file another request for a further extension of the due
date for filing the rate application ordered by Decision No. 674097

The company did consider such a course of action earlier this year. However, we
ultimately concluded that a further postponement of bringing our rates more into alignment
with the costs of operation, maintenance and ownership of our water and wastewater
systems assets would not be in the best long-term interests of either Red Rock or the
customers. Moreover, we concluded that by using some of the ratemaking methodologies
we have adopted solely for purposes of this case, we could moderate the effect of a
required rate increase on Red Rock’s customers. Accordingly, the company filed its rate
application on August 3, 2014 pursuant to the due date extension approved in Decision No.

73343.

Are the ratemaking methodologies and assumptions adopted solely for purposes of
this rate application, and to which you refer, discussed in Mr. Bourassa’s Direct
Testimony?

Yes, at some length, and they include (i) a pro forma customer addition projection,(ii) a
lower cost of equity request than that to which we believe we are entitled, (iii) no requested
ratemaking recognition of income taxes, and (iv) a proposed 5-year phase-in of the
waslewater rate increase, with no carrying costs. Mr. Bourassa is our expert on these
subjects, and 1 will defer to him for a fuller explanation and to answer any questions

regarding the same.
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Q.12

A2

Q.13

Al3

Q.14

A.l4

Q.15

Al5

Q.16

A6

One (1) brief question respect to the pro forma customer additions over a projected
five (5) year period, did you discuss that subject with Pulte Homes; and, based upon
that discussion and other information available to you, did youn conclude that that
projection was reasonable as of this point in time?

Yes, as to both parts of the question. In addition, I would note that to the extent the
projected customer additions might be on the “high” side, the ratepayers benefit because

the company’s requested rate increases are lower than otherwise would be the case.

To the best of your knowledge, has Red Rock complied with all of the Ordering
Paragraphs set forth in Decision No. 67409?
Yes, with the filing of its rate application on August 3, 2014, I believe that the company

has fully complied.

To the best of your knowledge, is Red Rock in compliance with the requirements of all
regulatory entities applicable to the company, including requirements of the Arizona
Department of Environmental Quality, Arizona Department of Water Resources and
the Commission?

Yes, to the best of my knowledge.

Do you believe that the increase in rates and charges for water and wastewater service
requested by the company in its August 3, 2014 rate application are “just and
reasonable” for purposes of this case?

Yes, for the limited purpose of this case.

Does that complete your Direct Testimony in support of Red Rock’s Aungust 3, 2014
rate application?

Yes, it does.

e \userstanpetatdocumentsilarryidiamend vemiuresired rock wtilities\2014 rate caseyr, weinberg dir test red3.doc
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Q1.
Al.

Q2

A2,

Q3.

A3.

Ad4.

INTRODUCTION AND QUALIFICATIONS
PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,
Phoenix, Arizona 85029.

WHAT IS YOUR PROFESSION AND BACKGROUND?

[ am a Certified Public Accountant and am self-employed, providing consulting
services to utility companies as well as general accounting services. I have a B.S.
in Chemistry and Accounting from Northern Arizona University (1980) and an
M.B.A. with an emphasis in Finance from the University of Phoenix {1991).
COULD YOU BRIEFLY SUMMARIZE YOUR PRIOR WORK AND
REGULATORY EXPERIENCE?

Yes. Prior to becoming a private consultant, 1 was employed by High-Tech
Institute, Inc., and served as controller and chief financial officer. Prior to working
for High-Tech Institute, T worked as a division controller for the Apollo Group,
Inc. Before joining the Apollo Group, I was employed at Kozoman & Kermode,
CPAs. In that position, I prepared compilations and other write-up work for water
and wastewater utilities, as well as tax returns.

In my private practice, I have prepared and/or assisted in the preparation of
numerous water and wastewater utility rate applications before the Arizona
Corporation Commission (“Commission”). A copy of my work experience is
attached as Exhibit TJB-RB-DT-1.

Q4. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS
PROCEEDING?

I am testifying in this proceeding on behalf of the Red Rock Utilities, LLC,
(“RRU” or the “Company™). RRU is seeking increases in its rates and charges for

water and wastewater utility service in its certificated service area, which area is

1
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Q5.
AS.

Q7.
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located in an unincorporated area in southern Pinal County, Arizona.

OVERVIEW OF THE COMPANY’S REQUEST FOR RATE RELIEF

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

I will testify in support of the Company’s proposed adjustments to its rates and
charges for water and wastewater utility service. [ am sponsoring the direct
schedules, which are filed concurrently herewith in support of the Company’s
application. I was responsible for the preparation of these schedules based on my
investigation and review of RRU’s relevant books and records.

For the convenience of the Commission and the parties, my direct testimony
is divided into two (2) broad areas, each with the relevant schedules attached.
Initially, T address the rate bases, income statements (revenue and operating
expenses), required increases in revenue, and rate designs and proposed rates and
charges for service for the Company’s water and wastewater divisions. In that
regard, Schedules A through C, E-F, and H, labeled separately as “Water Division”
and “Wastewater Division”, are attached to my direct testimony. The Company
has not prepared a cost of service study for either division because the Company is
not proposing a change in the basic rate designs and Company did not feel it
necessary to prepare a cost of service study.

Thereafter, I discuss the subject of cost of capital, and Schedule D, which is
also attached to this testimony. In that regard, RRU is requesting a return on
common equity of 9.5 percent. As shown on Schedule D-1, the Company’s
consolidated capital structure consists of 100 percent equity and { percent debt.
Based on the foregoing, the weighted cost of capital is 9.5 percent.

PLEASE SUMMARIZE THE COMPANY’S APPLICATION.

The Company is seeking rate increases for both its water and wastewater divisions.

[\
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The test year used by RRU is the 12-month period ending December 31, 2013.
The Company is requesting a 9.5 percent return on its fair value rate base
(“FVRB”). The Company has also proposed certain pro forma adjustments to take
into account known and measurable changes to rate base, expenses and revenues
for each division. These pro forma adjustments are consistent with normal
ratemaking and are contemplated by the Commission’s rules and regulations
governing rate applications. See R14-2-103. These adjustments are necessary to
obtain a normal or realistic relationship between revenues, expenses and rate base
on a going-forward basis.

The Company’s fair value rate base for the Water Division is $1,378,255.
The increase in revenues to provide for recovery of operating expenses and a 9.5
percent return on rate base is approximately $14,480, an increase of approximately
2.72 percent over the adjusted and annualized test year revenues.

The Company’s fair value rate base for the Wastewater Division is
$936,312. The increase in revenues to provide for recovery of operating expenses
and a 9.5 percent return on rate base is approximately $356,955, an increase of
approximately 74.75 percent over the adjusted and annualized test year revenues.
WHY IS THE COMPANY FILING FOR RATE INCREASES AT THIS
TIME?

The circumstances surrounding RRU’s filing of its Application at this time are
fully discussed in the contemporaneously filed prepared Direct Testimony of

RRU’s General Manager, Mark Weinberg.
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RRU’S WATER DIVISION

A. Summary of A, E and F Schedules.
MR. BOURASSA, LET’S TURN TO THE COMPANY’S WATER

DIVISION SCHEDULES. PLEASE DESCRIBE THE SCHEDULES
LABELED AS A, E, AND F.

The A-1 Schedule is a summary of the Water Division rate base, operating income,
current operating margin, required operating margin, operating income deficiency,
and the increase in gross revenue. A 9.5 percent return on FVRB is requested.
The increase in the revenue requirement is $14,480. Revenues at present and
proposed and customer classifications are also shown on this schedule.

The A-2 Schedule is a summary of results of operations for the test year,
prior years, and a projected year at present rates and proposed rates.

Schedule A-3 is not required for Class C utilitics and is not included.

Schedule A-4 contains the plant construction, and plant-in-service for the
test year and prior years. The projected plant additions are also shown on this
schedule.

Schedule A-5 is not required for Class C utilities and is not included.

The E Schedules are based on the Company’s actual operating results, as
reported by the Company in annual reports filed with the Commission. The E-1
Schedule contains the comparative balance sheet data for the years 2011, 2012,
and 2013 ended on December 31.

Schedule E-2, page 1, contains the income statement for the years 2011,
2012, and 2013 ended on December 31.

Schedule E-3 is not required for Class C utilities and is not included.

Schedule E-4 is not required for Class C utilities and is not included.

Schedule E-5 contains the Company’s plant-in-service at the end of the test

4
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year, and one year prior to the end of the test year.

Schedule E-7 contains operating statistics for the years ended 2011, 2012,
and 2013 ended on December 31.

Schedule E-8 contains the taxes charged to operations.

The accountant’s notes to the financial statements and the financial
assumptions used in preparing the rate filing schedules are shown on Schedules
E-9 and F-4, respectively, in accordance with the Commission’s standard filing
requirements. The Company does not prepare audited financial statements.

Schedule F-1 contains the results of operations at the present rates (actual
and adjusted), and at proposed rates.

Schedule F-2 is not required for Class C utilities and is not included.

Schedule F-3 shows the Company’s projected construction requirements for
2014.

Schedule F-4 contains the assumptions used in developing the adjustments
and projections contained in the rate filing.

B. Rate Base (B Schedules).
WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARE
LABELED AS THE B SCHEDULES?

Yes. 1 will start with Schedule B-5, which is the working capital allowance. 1
used the “formula method” of computing the working capital allowance to reduce
costs. However, the Company is not requesting a working capital allowance for
either division.

WHY DIDN’T THE COMPANY PREPARE A LEAD-LAG STUDY AND
USE THE RESULTS OF THAT STUDY TO COMPUTE CASH WORKING
CAPITAL?
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Because the costs to prepare a lead-lag study outweigh the benefits of such a study
in this instance.

THANK YOU. PLEASE CONTINUE.

The Company did not file Schedules B-3 and B-4. To limit issues in dispute and
reduce rate case expense, RRU is requesting that its original cost rate base
(“OCRB”) be used as its FVRB for its Water Division.

HAVE YOU PREPARED SCHEDULES SHOWING ADJUSTMENTS TO
THE WATER DIVISION’S ORIGINAL COST RATE BASE?

Yes. Schedule B-2 shows adjustments to the Water Division’s OCRB cost rate
base proposed by the Company. Schedule B-2, pages 2 through 6, provide the
supporting information. These adjustments are, in summary:

B-2 adjustment number 1, as shown on Schedule B-2, page 2, adjusts plant-
in-service. There are three plant-in-service (“PIS™)} adjustments included in
Adjustment 1. These are shown on Schedule B-2, page 3, and are labeled as
adjustments “A™, “B”, and “C”.

Adjustment A of B-2 adjusiment number 1 adjusts PIS to remove plant
which currently is not used and useful (Verano division franchise costs),

Adjustment B of B-2 adjustment number 1 adjusts PIS to reflect the
Company’s estimate of current “excess” capacity.  The Company’s current
“excess” capacity was determined by estimating the use and useful capacity of its
water treatment plant and storage plant at the end of a projected 5-year period and
assuming growth during this period would be 400 additional customers. Estimates
of used capacity at the end of the projected 5 year period were prepared by
Westland Resources, Inc.

Adjustment C of B-2 adjustment number 1 reflects the adjustments to PIS
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that are necessary to reconcile the recorded plant balances to the reconstructed
plant balances.

PLEASE CONTINUE.

Adjustment 2 shown on Schedule B-2, page 2, adjusts accumulated depreciation
(“A/D”). The details of the accumulated depreciation adjustment are shown at
Schedule B-2, page 4. There are two plant-in-service adjustments included in
Adjustment 2. These are shown on Schedule B-2, page 4, and arc labeled as
adjustments “A” and “B”.

Adjustment A of B-2 adjustment number 2 removes accumulated
depreciation related to the plant amounts removed as current “excess” capacity in
Adjustment B of B-2 adjustment number 1.

Adjustment B of B-2 adjustment number 2 reflects the adjustments to A/D
that are necessary to reconcile the recorded depreciation to the reconstructed
balance.

DO THE PLANT IN SERVICE AND ACCUMULATED DEPRECIATION
BALANCES SHOWN ON B-2 REFLECT THE LAST COMMISSION RATE
ORDER?

Yes, This is the first rate case for RRU since it was granted its Certificate of
Convenience and Necessity (“CC&N™) in 2004." The reconstruction of the A/D
balance through the end of 2013 computes the A/D balance based on the recorded
activity (additions and retirements) in the intervening years since the Company
began operations. A half-year convention was used along with the authorized
depreciation rates from the CC&N decision. Since the Company incorrectly used a

5 percent composite rate for depreciation and the authorized depreciation rates are

' ACC Decision 67409, November 2, 2004.
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generally lower, there is a significant adjustment to the A/D balance.

PLEASE CONTINUE.

Adjustment 3 shown on Schedule B-2, page 5, adjusts the accumulated
amortization balance of contributions-in-aid of construction (“CIAC”) to the
recomputed amount reflecting the annual composite depreciation rate for plant-in-
service.

Finally, Adjustment 4 shown on B-2, page 2, removes advances-in-aid of
construction (“AIAC”) that are funding plant held for future use and thus not used
and useful {Verano division PIS).

HOW WAS THE PROPOSED “FAIR VALUE” RATE BASE SHOWN ON
A-1 DETERMINED?

As previously stated, the FVRB shown on Schedule A-1 is based on OCRB, with
no adjusiment for the current values of the Company’s plant and property.

A. INCOME STATEMENT (C SCHEDULES)

PLEASE EXPLAIN THE ADJUSTMENTS YOU ARE PROPOSING TO
THE WATER DIVISION INCOME STATEMENT AS SHOWN ON
SCHEDULES C-1 AND C-2.

The following is a summary of adjustments shown on Schedule C-1:

Adjustment 1 annualizes depreciation expense. The proposed depreciation
rate for each component of utility plant is shown on Schedule C-2, page 2. The
depreciation rates approved in the Water Division’s 2004 CC&N case were
account specific. The Company proposes to continue to use the currently
authorized account specific rates on a going forward basis.

THE WATER DIVISION’S ADJUSTED DEPRECIATION EXPENSE IS
CONSIDERABLY LOWER THAN THE TEST YEAR. PLEASE EXPLAIN.
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There are two reasons. First, as mentioned earlier the Company used a 5 percent

composite rate for depreciation. The authorized depreciation rates are generally

lower resulting in a lower level of depreciation expense. Second, the proposed

depreciation expense does not include depreciation on currently “excess” capacity

PIS.

HOW MUCH LOWER IS THE DEPRECIATION EXPENSE FROM NOT

RECOGNIZING CURRENT “EXCESS” CAPACITY?

About $36,000 annually.

fS THE COMPANY REQUESTING AN ACCOUNTING ORDER TO

DEFER THIS EXPENSE FOR CONSIDERATION IN A FUTURE RATE

CASE?

Yes.

WOULD THIS HELP TO KEEP THE COMPANY FINANCIALLY

STABLE?

Yes. Since the depreciation expense from current “excess” capacity would not be

recovered in revenues, deferral will help to minimize annual loses, and reduce

erosion of the company’s equity balance, thus leading to greater financial stability.
Adjustment 2 increases the property taxes based on proposed revenues.

The details of the computation are shown on Schedule C-2, page 3.

HOW DID YOU COMPUTE THE PROPERTY TAXES AT THE

CURRENT AND PROPOSED RATES?

I employed a modified version of the Arizona Department of Revenue (“ADOR”™

or “the Department™) Centrally Valued Properties method for determining property

taxes. The ADOR method uses twice the average of the prior three years of

historical revenue, plus an addition for CWIP and a deduction for the book value
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of transportation equipment, in the determination of the full cash value. The
modified method determines full cash value by using twice the adjusted test year
revenues rather than the prior three years of historical revenue. For determining
the property tax expense at proposed revenues, I used two times the 3 year
average, consisting of two years of adjusted test year revenues plus one year of
proposed revenues. The change to property taxes at proposed revenues is reflected
in the gross revenue conversion factor shown on the A-1 Schedule. For both of the
computations of property tax expense 1 used an assessed value equal to 18.0
percent of full cash value (the current assessment rate), which was then multiplied
by the property tax rate to determine the property tax expense.

IS THIS CONSISTENT WITH PRIOR COMMISSION DECISIONS?

Yes. See e.g., Chaparral City Water Company, Decision No. 68176 at 13, Rie
Rico Utilities, Decision No. 67279 at 8; Arizona Water Company, Decision No.
64282 at 12-13; Bella Vista Water Company, Decision No. 65350 at 16; Arizona-
American Water Company, Decision No. 67093 at 9-10; Black Mountain Sewer
Company, Decision 69164 at 10-11.

IS THIS SYNCHRONIZATION OF PROPERTY TAX EXPENSE WITH
REVENUES PROPER RATE MAKING?

Yes. Like income taxes, property taxes must be adjusted to ensure that the new
rates are sufficient to produce the authorized revenue requirement. For this reason,
the Commission has repeatedly approved the use of proposed revenues to
determine an appropriate level of property tax expense to be recovered through
rates.

THE ASSESSMENT RATIO FOR 2013 WAS 19.5 PERCENT. WHY ARE
YOU USING 18.0 PERCENT?

10
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The assessment ratio after 2015 will be 18.0 percent.” The selection of the 2015
rate is to reflect rates which will be in effect when the new rates in the instant case
are in effect.

DO YOU HAVE ANY CONCERNS ABOUT USING AN ASSESSMENT
RATIO THAT FAR OUT INTO THE FUTURE?

Yes. While the assessment ratio is scheduled to be reduced, the property tax rate
may go up. Since we are using a 2014 property tax rate without adjustment, the
Company conceivably might under recover property taxes in the future.

THANK YOU. PLEASE CONTINUE WITH YOUR DESCRIPTION OF
THE INCOME STATEMENT ADJUSTMENTS.

Adjustment 3 shows the rate case expense estimated by the Company. The
Company currently estimates rate case expense for the Water Division of $25,000.
The Company proposes that rate case expense be recovered over five years
because it believes a five-year cycle for future rate cases is reasonable given (i)
this utility’s present circumstances and (ii) my professional experience.

PLEASE EXPLAIN WHY YOU REFER TO THIS AMOUNT AS AN
“ESTIMATE”?

Because I can’t predict the future, [ can only make some “educated” guesses based
on my experience. The specifics of who may intervene, what unique issues may
come into dispute, what kind of procedural problems we will encounter, etc. 1
cannot predict with certainty. I know rate cases are lengthy and expensive, but [
still have to start with an estimate. If things turn out more complicated than
anticipated, the Company will modify its request to account for that increased

expense. Conversely, if the case proceeds smoothly and timely, and rate case

2 Arizona Revised States 42-15001.

1]
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expense is lower than expected, we would make an appropriate adjustment
downward.
PLEASE CONTINUE WITH YOUR DISCUSSION OF THE INCOME
STATEMENT ADJUSTMENT?
Adjustment 4 increases revenues for 400 additional customers that are projected
over the next five years. This adjustment also reflects the expected increase in
purchased power expense based on the additional gallons sold for 400 additional
customers.
IS INCOPORATING ADDITIONAL REVNUES FOR 400 CUSTOMERS
EXPECTED OVER THE NEXT 5 YEARS A TYPICAL ADJUSTMENT?
No. This is not a known and measurable adjustment to the test year and would not
be appropriate under normal circumstances. However, based upon the fact that the
Company’s service territory failed to develop as quickly as expected, due to (i) the
change in the developer of Red Rock Village and (ii) the 2008 financial crisis and
subsequent recession, as discussed by Mr. Weinberg, the Company recognizes that
it’s plant investment may be disproportionate to the current customer levels. It is
therefore proposing this adjustment to help to mitigate the rate impact on current
ratepayers as well as help to keep the utility rates in its service territory at levels
which may help to encourage future growth in the area. In that regard, the
Company’s proposed adjustment is not intended to set any ratemaking precedent
for this or any other Company regulated by the Commission.

Adjustment 5 reduces revenues for accrued revenues recorded during the
test year. The revenue accruals are eliminated from the test year since the as-
adjusted revenue reflected in the actual billings for the test year and used in the

determination of the revenue deficiency includes all water priced and billed. If

12
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these amounts are not removed, revenues would be overstated in the revenue-
deficiency calculation.

IS THE COMPANY REQUESTING RECOVERY OF INCOME TAXES?
No. The Company is attempting to minimize the rate impacts in the instant case
and is voluntarily electing not to recover income taxes. The Company’s election to
forego income tax recovery also is not intended to set any precedent for this or any
other Company regulated by the Commission.

B. Cost of Capital (D Schedules).

PLEASE SUMMARIZE THE COMPANY’S PROPOSED COST OF
CAPITAL.

RRU is requesting a return on common equity of 9.5 percent. RRU’s capital
structure consists of 100 percent equity and 0 percent debt. Thus, the weighted
average cost of capital (“WACC”) is 9.5 percent based upon the aforementioned
capital structure and cost of equity.

WHAT IS THE BASIS FOR RRU’S PROPOSED COST OF EQUITY OF 9.5
PERCENT?

The Company did not prepare a cost of capital analysis in order to help minimize
rate case expense. That said, the Company’s cost of equity recommendation of 9.5
percent is based upon cost of equity adopted in two recent cases (Chaparral City
Water Company, Decision 74568, June 20, 2014 (9.6%) and Lago Del Oro Water
Company, Decision 74564, June 20, 2014 (9.7%). The 9.5 percent
recommendation is to further mitigate the rate relief in the instant case. It is lower
than the cost of equity adopted in those cases I just mentioned, and is conservative
considering RRU’s relatively small size as well as the risks it faces with the

proposal to recognize for ratemaking purposes revenues from expected customer

13
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growth over the next 5 years.

C. Rate Design (H Schedules).
WHAT ARE THE COMPANY’S PRESENT RATES FOR WATER

SERVICE?

The Company’s present rates are:

MONTIILY SERVICE CHARGES

5/8” x 3/4” meters $ 25.00
3/4” Meters $ 37.50
1" Meters $ 6250
1 1/2” Meters $ 125.00
2” Meters -§ 200.00
3™ Meters $ 375.00
4" Meters $ 625.00
6" Meters $1,250.00
Gallons in minimum (all classes) 0

COMMODITY RATES (per 1,000 gallons)

All Classes (except Irrigation)

5/8x3/4 Inch
1 Gallons to 5,000 Gallons $2.40
5,001 to 10,000 Gallons $3.15
Over 10,000 Gallons $3.90
3/4 Inch and Larger

14
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1 Gallons to 5,000 Gallons $3.15
Over 5,000 Galions $3.90
Irrigation

All meter sizes

1 Gallons to 20,000 gallons $3.15

Over 20,000 gallons $3.90
Standpipe/Bulk

All Gallons $3.90

WHAT ARE THE COMPANY’S PROPOSED RATES FOR
SERVICE?
The Company’s proposed rates are:

MONTHLY SERVICE CHARGES

5/8” x 3/4” meters $ 2500
3/4” Meters $ 37.50
1” Meters $ 6250
1 1/2” Meters $ 125.00
2> Meters , $ 200.00
3” Meters $ 375.00
4 Meters $ 625.00
6" Meters $1,250.00
Gallons in minimum (all classes) 0

COMMODITY RATES (per 1,000 gallons)

All Classes (except Irrigation)

15
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5/8x3/4 Inch

1 Gallons to 5,000 Gallons $2.50
5,001 to 10,000 Gallons $3.40
Over 10,000 Gallons $4.25
3/4 Inch and Larger
1 Gallons to 5,000 Gallons $3.40
Over 5,000 Gallons $4.25
Irrigation
All meter sizes
1 Gallons to 20,000 gallons $3.40
Over 20,000 gallons $4.25
Standpipe/Bulk
All Gallons $4.25

WHAT METER SIZE ARE THE MAJORITY OF CUSTOMERS ON AND
WHAT WAS THE AVERAGE MONTHLY BILL DURING THE TEST
YEAR?

The largest customer class is the 5/8x3/4 inch residential class making up over 98
percent of customers. As shown on Schedule H-2, page 1, the average monthly
bill under present rates for a 5/8x3/4 inch residential customer using an average
5,155 gallons is $37.49.

WHAT WILL BE THE AVERAGE 5/8X3/4 INCH RESIDENTIAL
CUSTOMER AVERAGE MONTHLY BILL UNDER THE NEW RATES?

As shown on Schedule H-2, page 1, the average monthly bill under proposed rates

for a 5/8x3/4 inch residential customer using an average 5,155 gallons is $38.03 —a

16




R0~ N bh e Lo N

| T N N N B N I 5 N O o N e e e Y T S
[ L R o = T ¥ = B - W B o R = TS e e~

Q39.

A39.

Q40.

A40.
Q41.

Ad4].

1v.

Q42.

A42.

$0.54 increase over the present monthly bill or a 1.44 percent increase.

WHY IS THE COMPANY PROPOSING THE SAME RATE DESIGN AS
THE CURENT RATE DESIGN?

Because the Company does not believe a change in the current rate design is
necessary at this time. The current rate design is an inverted tier rate design and is
conservation oriented. The smaller residential meters (5/8°x3/4” and %™) are on

an inverted three tier rate design and all other meter sizes are on an inverted two

tier design.

1. Other Tariff Changes.
IS THE COMPANY PROPOSING ANY CHANGES TO ITS

MISCELLANEOUS CHARGES?

No.

IS THE COMPANY PROPOSING ANY CHANGES TO ITS SERVICE
LINE AND METER INSTALLATION CHARGES?

No.

- WASTEWATER DIVISION

A, SUMMARY OF A, E AND F SCHEDULES
MR. BOURASSA, LET’S TURN TO THE COMPANY’S WASTEWATER

DIVISION SCHEDULES. PLEASE DESCRIBE THE SCHEDULES
LABELED AS A, E, ANDF.

The A-1 Schedule is a summary of the Wastewater Division rate base, operating
income, current operating margin, required operating margin, operating income

deficiency, and the increase in gross revenue. A 9.5 percent return on FVRB is

17
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requested. The increase in the revenue requirement is $356,955. Revenues at
present and proposed and customer classifications are also shown on this schedule.

The A-2 Schedule is a summary of results of operations for the test year,
prior years, and a projected year at present rates and proposed rates.

Schedule A-3 is not required for Class C utilities and is not included.

Schedule A-4 contains the plant construction, and plant in service for the
test year and prior years. The projected plant additions are also shown on this
schedule.

Schedule A-5 is not required for Class C utilities and is not included.

The E Schedules are based on the Company’s actual operating results, as
reported by the Company in annual reports filed with the Commission. The E-1
Schedule contains the comparative balance sheet data the years 2011, 2012, and
2013 ending on December 31.

Schedule E-2, page 1, contains the income statement for the years 2011,
2012, and 2013 ending on December3].

Schedule E-3 is not required for Class C utilities and is not included.

Schedule E-4 is not required for Class C utilitics and is not included.

Schedule E-5 contains the Company’s plant in service at the end of the test
year, and one year prior to the end of the test year.

Schedule E-7 contains operating statistics for the years ended 2011, 2012,
and 2013 ending on December 31.

Schedule E-8 contains the taxes charged to operations.

The accountant’s notes to the financial statements and the financial
assumptions used in preparing the rate filing schedules are shown on Schedules

E-9 and F-4, respectively, in accordance with the Commission’s standard filing

18
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requirements. The Company does not prepare audited financial statements.
Schedule F-1 contains the results of operations at the present rates (actual
and adjusted), and at proposed rates.
Schedule F-2 1s not required for Class C utilities and is not included.
Schedule F-3 shows the Company’s projected construction requirements for
2014.
Schedule F-4 contains the assumptions used in developing the adjustments
and projections contained in the rate filing.
B. RATE BASE (B SCHEDULES)
WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARE
LABELED AS THE B SCHEDULES?

Yes. 1 will start with Schedule B-5, which is the working capital allowance. My
rationale for not doing a lead/lag study, and the reasons for my recommendation of
zero working capital are explained above (on pages 5-6) with respect to the Water
Division, and are applicable to the Wastewater Division as well.

HAVE YOU PREPARED SCHEDULES SHOWING ADJUSTMENTS TO
THE WASTEWATER DIVISION’S ORIGINAL COST RATE BASE?

Yes. Schedule B-2 shows adjustments to the Wastewater Division’s OCRB cost
rate base proposed by the Company. Schedule B-2, pages 2 through 6, provide the
supporting information. These adjustments are, in summary:

B-2 adjustment number 1, as shown on Schedule B-2, page 2, adjusts plant-
in-service. There are two plant-in-service (“PIS”) adjustments included in
Adjustment 1. These are shown on Schedule B-2, page 3, and are labeled as
adjustments “A”, “B”, and “C”.

Adjustment A of B-2 adjustment number 1 adjusts PIS to reflect the
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A45.

Q46.

Ad6.

Company’s estimate of current “cxcess” capacity.  The Company’s current
“excess” capacity was determined by estimating the use and useful capacity of its
wastewater treatment plant at the end of a projected 5-year period and assuming
growth during this period would be 400 additional customers. Estimates of used
capacity at the end of the projected 5 year period were prepared by Westland
Resources, Inc.

Adjustment B of B-2 adjustment number 1 reflects the adjustments to PIS
that are necessary to reconcile the recorded plant balances to the reconstructed
plant balances.

PLEASE CONTINUE.

Adjustment 2 shown on Schedule B-2, page 2, adjusts accumulated depreciation
(“A/D™). The details of the accumulated depreciation adjustment are shown at
Schedule B-2, page 4. There are two plant-in-service adjustments included in
Adjustment 2. These are shown on Schedule B-2, page 4, and are labeled as
adjustments “A” and “B”.

Adjustment A of B-2 adjustment number 2 removes accumulated
depreciation related to the plant amounts removed for current “excess™ capacity in
Adjustment A of B-2 adjustment number 1.

Adjustment B of B-2 adjustment number 2 reflects the adjustments to A/D
that are necessary to reconcile the recorded depreciation to the reconstructed
balance.

DO THE PLANT IN SERVICE AND ACCUMULATED DEPRECIATION
BALANCES SHOWN ON B-2 REFLECT THE LAST COMMISSION RATE
ORDER?

Yes. This is the first rate case for RRU since it was granted its Certificate of
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Q48.

A48,

Q49.

A49,

Convenience and Necessity (“CC&N”) in 2004, The reconstruction of the A/D
balance through the end of 2013 computes the A/D balance based on the recorded
activity (additions and retirements) in the intervening years since the Company
began operations. A half-year convention was used along with the authorized
depreciation rates from the CC&N decision. Since the Company incorrectly used a
5 percent composite rate for depreciation, and the authorized depreciation rates are
generally lower, there is a significant adjustment to the A/D balance.

PLEASE CONTINUE.

Adjustment 3 shown on Schedule B-2, page 5, adjusts the accumulated
amortization balance of contributions-in-aid of construction (“CIAC”) to the
recomputed amount reflecting the annual composite depreciation rate for plant-in-
service.

HOW WAS THE PROPOSED “FAIR VALUE” RATE BASE SHOWN ON
A-1 DETERMINED?

As previously stated, the FVRB shown on Schedule A-1 is based on OCRB, with
no adjustment for the current values of the Company’s plant and property.

C. INCOME STATEMENT (C SCHEDULES)

PLEASE EXPLAIN THE ADJUSTMENTS YOU ARE PROPOSING TO
THE WASTEWATER DIVISION INCOME STATEMENT AS SHOWN ON
SCHEDULES C-1 AND C-2,

The following is a summary of adjustments shown on Schedule C-1:
Adjustment 1 annualizes depreciation expense. The proposed depreciation
rate for each component of utility plant is shown on Schedule C-2, page 2. The

depreciation rates approved in the Wastewater Division’s 2004 CC&N case were

* ACC Decision 67409, November 2, 2004.
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A50.

A5l
Q32.

AS52.
Q53.

AS3,

Q55.
A5S5.

account specific rates. The Company proposes to continue to use account specific
rates on a going forward basis.

THE WASTEWATER DIVISION’'S ADJUSTED DEPRECIATION
EXPENSE IS CONSIDERABLY LOWER THAN THE TEST YEAR.
PLEASE EXPLAIN.

There are two reasons. First, as mentioned earlier, the Company used a 5 percent
composite rate for depreciation. The authorized depreciation rates are generally
lower resulting in a lower level of depreciation expense. Second, the proposed

depreciation expense does not include depreciation on current “excess” capacity

- PIS.
Qs5l1.

IS THE COMPANY REQUESTING AN ACCOUNTING ORDER TO
DEFER THIS EXPENSE FOR CONSIDERATION IN A FUTURE RATE
CASE?

Yes.

HOW MUCH LOWER IS THE DEPRECIATION EXPENSE FROM THE
NOT RECOGNIZING EXCESS CAPACITY?

About $189,000 annually.

WOULD THIS HELP TO KEEP THE COMPANY FINANCIALLY
STABLE?

Yes. Since the depreciation expense from excess capacity would not be recovered
in revenues in this case, deferral will help to minimize annual loses, and reduce
erosion of the company’s equity balance, thus leading to greater financial stability.
THANK YOU. PLEASE CONTINUE.

Adjustment 2 increases the property taxes based on proposed revenues. The

details of the computation are shown on Schedule C-2, page 3. I discussed the
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Q56.

AS56.

Q57.

A57.

Q58.

AS8.

property tax computation earlier in my testimony at pages 9 and 10.

Adjustment 3 shows the rate case expense estimated by the Company. The
Company currently estimates rate case expense for the Wastewater Division of
$25,000 The Company proposes that rate case expense be recovered over five
years because it believes a five-year cycle for future rate cases is reasonable given
this utility’s circumstances. While the Company’s last rate case was twelve years
ago, the Company intends to file cases on a more regular basis.

WHY DO YOU BELIEVE THIS IS A REASONABLE ESTIMATE OF
RATE CASE FOR THIS RATE CASE?

I discussed the basis of the estimate for rate case expense earlier in my testimony
at pages 11-12.

PLEASE CONTINUE WITH YOUR DISCUSSION OF THE INCOME
STATEMENT ADJUSTMENTS?

Adjustment 4 increases revenues for 400 additional customers that are expected
over the next five years. This adjustment also reflects the expected increase in
purchased power expense based on the additional gallons sold for 400 additional
customers.

IS INCORPORATING ADDITIONAL REVENUES FOR 400 CUSTOMERS
EXPECTED OVER THE NEXT 5 YEARS A TYPICAL ADJUSTMENT?

No. This is not a known and measurable adjustment to the test year and would not
be appropriate under normal circumstances. However, based upon the fact that the
Company’s service territory failed to develop as quickly as expected, due to (i) the
change in the developer of Red Rock Village and (ii) the 2008 financial crisis and
subsequent recession, as discussed by Mr. Weinberg, the Company recognizes that

it’s plant investment may be disproportionate to the current customer levels. It is
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Q59.
AS59.

Q60.

A60.

Qe6l.

Abl.

therefore proposing this adjustment to help to mitigate the rate impact on current
ratepayers as well as help to keep the utility rates in its service territory at levels
which may help to encourage future growth in the area. In that regard, the
Company’s proposed adjustment is not intended to set any ratemaking precedent
for this or any other Company regulated by the Commission.

IS THE COMPANY REQUESTING RECOVERY OF INCOME TAXES?

No. [ discussed the reasons why earlier at page 13.

D.  Cost of Capital (D Schedules).
PLEASE SUMMARIZE THE COMPANY’S PROPOSED COST OF

CAPITAL.

As previously indicated, RRU is requesting a return on common equity of 9.5
percent. RRU’s capital structure consists of 100 percent equity and 0 percent debt.
The weighted average cost of capital (“WACC”) is 9.5 percent based upon the
aforementioned capital structure and cost of equity. 1 have previously discussed

the rationale for the 9.5 percent recommendation at page 13.

E. Rate Design (H Schedules).
WHAT ARE THE COMPANY’S PRESENT RATES FOR WASTEWATER

SERVICE?

The Company’s present rates are:

MONTHLY SERVICE CHARGES
5/8” x 3/4” meters $ 3950
3/4” Meters $ 59.25

1> Meters $ 98.75
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1 1/2” Meters
2” Meters
3™ meters
4 Meters

6" Meter

Effluent Sales
Commodity Rate (per 1,000 gallons)

Commodity Rate (per acre foot)

Q62. WHAT ARE THE COMPANY’S
WASTEWATER SERVICE?
A62. The Company’s proposed rates are:
MONTHLY SERVICE CHARGES
5/8” x 3/4” meters
3/4” Meters
1” Meters
1 1/2” Meters

2 Meters

3” meters
4" Meters
6" Meter

Effluent Sales
Commodity Rate (per 1,000 gallons)

25

$§ 197.50
$ 316.00
§ 592.50
$ 987.50
$1,975.00

$0.92
$300.00

PROPOSED RATES

$ 69.80
$ 104.69
$ 174.49
§ 348.98
§ 55837
$1,116.74
$1,744.91
$3,489.83

$0.92

FOR
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Q63.

A63.

Q64.

Ab4.

Q65.

ABS.

Commodity Rate (per acre foot) $300.00
WHAT IS THE IMPACT ON A 5/8X3/4 INCH RESIDENTIAL
CUSTOMER?
The current monthly charge for a 5/8x34/ inch metered customer is $39.50.
Under the ‘Company’s proposed rates the monthly charge for a 5/8x3/4 inch
metered customer is $69.80, an increase of $30.03 or 76.70 percent.
IS THE COMPANY PROPOSING TO PHASE IN THE WASTEWATER
RATE INCREASE?
Yes. The Company is proposing to phase in the rate increase evenly over 5 years
with no collection of the time value of money. Phasing in the $30.30 increase
evenly over 5-years means the Company will increase the monthly charge by $6.06
per year. In Exhibit TIB-RB-DT-2, the Company has set forth the rates for each
year of the 5-year phase-in period.
HAS THE COMPANY EXPLORED ALTERNATIVE RATES FOR THE
WASTEWATER DIVISION AS ORDERED BY THE COMMISSION IN
DECISION 67409?
Yes. In the CC&N decision (67409), the Commission ordered the Company to
present information on: 1) whether wastewater rates based on water consumption
encourage water conservation; 2) whether higher bills for those who use the
system more is a fairer way to collect revenue; and, 3) what tiered wastewater rates
based on water consumption would look like compared to a flat rate design.

With respect to the first question posed by the Commission, a theoretical
argument can be made that if a customer pays more for wastewater service due to
high water usage, there may be in incentive to conserve water. However, the

Company has not found any studies which actually analyzed whether there is a
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nexus between wastewater rates and water conservation, and it cannot
independently confirm that higher wastewater bills lead to water conservation.
Further, because high water usage does not necessarily translate to higher flows
into the wastewater system, charging a customer more for a higher water usage
could be considered unfair. Finally, it should be noted that there is a risk that
conservation in water consumption, as a result of high wastewater rates, could
result in increased both water and wastewater revenue instability. In that event, the
Company would not recover its authorized revenue requirement.

The question of fairness leads to the second question posed by the
Commission. Higher bills for those who use the system more is arguably a fairer
way to collect revenue. However, the problem is identifying those customers who
actually place greater demands on the wastewater system (use the system more).
Total water usage alone is not necessarily a good measure of the demands a
customer places on the wastewater system, because not all water used by a
customer necessarily makes its way into the wastewater system. Most of the water
used indoors (such as for bathing, cooking, clothes washing, and toilets) makes its
way into the wastewater system, and contributes to wastewater treatment costs.
But, water used outdoors (such as for landscaping, washing cars, cleaning
driveways and patios, evaporative coolers, and pools) does not make its way into
the wastewater system, and therefore does not contribute to waler treatment costs.
Indoor water use is therefore generally speaking the primary source of customer
wastewater flows into the system, but it is not metered separately. For these
reasons, the company believes it would be unfair to charge for wastewater service
based upon total water usage.

Since total water usage is not a good measure of the demands a customer
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Q66.

A66.
Q67.
A67.

places on the wastewater system, the Company would have to use other metrics,
such as (1) the number of persons in a household and {ii) an assumed standard flow
per person per day to determine the wastewater flows. The Company could then
charge more for customers with assumed higher wastewater flows (i.e. more
persons in household means more potential wastewater flows).  One way to
accomplish this would be to use standard flow rates based on a recognized
authority, if such an authority exists. Some might view this as unfair, however,
because the standards might not be applicable for all households. In addition, there
might be different standards based on the type of customer (single-family, multi-
family, office, warehouse, restaurant, etc.). The Company has not explored this
alternative.

Finally, in response to the third question posed by the Commission, the
Company has prepared a tiered wastewater rate design, which is included as
Exhibit TIB-RB-DT-3. However, the Company does not support a rate design
based upon water usage, including the design included in the exhibit, for the
reasons discussed above.

1. Other Tariff Changes.

IS THE COMPANY PROPOSING ANY CHANGES TO ITS
MISCELLANEOUS CHARGES FOR THE WASTEWATER DIVISION?
No.

DOES THAT CONCLUDE YOUR DIRECT TESTIMONY?

Yes.
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RESUME OF THOMAS J. BOURASSA, CPA
EDUCATIONAL BACKGROUND

B.S. Northern Arizona University Chemistry/Accounting (1980)

M.B.A. University of Phoenix with Emphasis in Finance (1991)

C.P.A. State of Arizona (1995)

Continuing Professional Education — In areas of tax, accounting, management,
economics, finance, business valuation, consulting, and ethics (80 hrs every two years)

MEMBERSHIPS

Arizona Society of CPAs

Water Utilities Association of Arizona
American Water Works Association
Society of Regulatory Financial Analysts

EMPLOYMENT EXPERIENCE

1995 — Present CPA - Self Employed
Consultant to utilities on regulatory matters including all aspects of
rate applications (rate base, income statement, cost of capital, cost
of service, and rate design), rate reviews, certificates of
convenience and necessity (CC&N), CC&N extensions, financing
applications, accounting order applications, and off-site facilities
hook-up fee applications. Provide expert testimony as required.

Consult on various aspects of business, financial and accounting
matters including best business practices, generally accepted
accounting principles, generally accepted ratemaking principles,
project analysis, cash flow analysis, regulatory treatment of certain
expenditures and investments, business valuations, and rate
reviews.

Litigation support services.

1962-1995 Employed by High-Tech Institute, Phoenix, Arizona as Controller
and C.F.O.
1989-1992 Employed by Alta Technical School, a division of University of

Phoenix as Division Controller.

1985-1989 Employed by M.L.R. Builders, Tampa and Pensacola, Florida as
Operations/Accounting Manager

1982-1985 Employed by and part owner in Area Sand and Clay Company,
Pensacola, Florida.
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1981-1982 Employed by Purdue University, West Lafayette, Indiana as
Teaching Assistant.
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SUMMARY OF REGULATORY WORK EXPERIENCE AS SELF EMPLOYED

CONSULTANT

COMPANY/CLIENT
Anchorage Municipal Light & Power

Regulatory Commission of Alaska
Docket No. TA-332-121

Liberty Utilities (Pine Bluff) Inc.
Arkansas Public Service Commission
Docket No. 14-020-U

Abra Water Company
ACC Docket No. W-01782A-14-0084

EPCOR Water Arizona, Inc.
ACC Docket No. W-01303A-14-0010

Liberty Utilities (Midstates Natural Gas),
Inc.

Missouri Public Service Commission
Case No. GR-2014-0152

Hydro Resources, LLC.
ACC Docket No. W-20770A-13-0313

Little Park Water Company
ACC Docket No. W-02192A-13-0336

Utility Source, LLC.
ACC Docket No. WS-04235A-13-0331

FUNCTION
Prepare schedules and testified on cost of
capital.

Permanent Rate Application — Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Permanent Rate Application — Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Permanent Rate Application — Prepared
rate designs and cost of Service studies for
Mohave Water District, Mohave
Wastewater District, Paradise Valley
Water District, Tubac Water District, and
Sun City Water District.

Permanent Rate Application — Assist in
preparing required rate application
schedules for Rate Base, Plant, Income
Statement, Revenue Requirement, and
Rate Design.

CC&N Application. Prepared required
schedules and initial rates.

Permanent Rate Application — Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Permanent Rate Application — Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and

Exhibit TIB-RB-DT-1
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COMPANY/CLIENT

Payson Water Company
ACC Docket No. W-03514A-13-0111
ACC Docket No. W-03514A-13-0142

Goodman Water Company

Verde Santa Fe Wastewater
ACC Docket No. SW-03437A-13-0292

Del Lago Water Company
ACC Docket No. W-01944A-13-0215

Chaparral City Water Company
ACC Docket No. W-02113A-13-0118

Las Quintas Serenas Water Company
ACC Docket No. W-01583A-13-0117

Litchfield park Service Company
ACC Docket No. SW-01428A-13-0043
ACC Docket No. W-01428A-13-0042

Beaver Dam Water Company
ACC Docket No. WS-03067A-12-0232

Rio Rico Utilities

FUNCTION
Cost of Capital.

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Financing Application. Prepared financial
ratios and debt surcharge mechanism.

Valuation

Permanent Rate Application — Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Permanent Rate Application — Prepared
and testified on cost of service study.

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Permanent Rate Application — Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Permanent Rate Application — Water and

Exhibit TIB-RB-DT-1
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COMPANY/CLIENT
ACC Docket No. WS-02676A-12-0196

Vail Water Company
ACC Docket No. W-01651B-12-0339

Avra Water Co-Op.
ACC Docket No. W-02126A-11-0480

Pima Utility Company
ACC Docket No. W-02199A-11-0329
ACC Docket No. SW-02199A-11-0330

Liberty Utilities (CALPECO Electric),
LLC)
Docket No. 11202020

Livco Water Company
ACC Docket No. SW-02563A-11-0213

Orange Grove Water Company
ACC Docket No. W-02237A-11-0180

Goodman Water Company
ACC Docket No. W-02500A-10-0382

FUNCTION
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Cost of Service,
Rate Design, and Cost of Capital.

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Permanent Rate Application — Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Cost of Service,
Rate Design, and Cost of Capital.

Work on financing application.

Work on preparation of permanent rate
application. Prepared schedules on Rate
Base, Plant, Income Statement, Revenue
Reguirement.

Permanent Rate Application — Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill

Counts, and Rate Design.

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Exhibit TJB-RB-DT-1
Page 5 of 14



COMPANY/CLIENT
Doney Park Water
ACC Docket No. W-01416A-10-0450

Grimmelmann, el. al. v. Pulte Home

Corporation, et. al., case no. CV-08-1878-
PHX-FIM, the United States District Court

for the District of Arizona.

Southern Arizona Home Builders
Association

H20 Water Company
Tierra Linda HOA Water Company

Las Quintas Serenas Water Company
ACC Docket No. W-01583A-09-0589

Coronado Utilities
ACC Docket No. SW-04305A-09-0291

Little Park Water Company
ACC Docket No. W-02192A-09-0531

Sahuarita Water Company
ACC Docket No. W-03718A-09-0359

Bella Vista Water Company

Southern Sunrise Water Company
Northern Sunrise Water Company
ACC Docket No. W-02465A-09-0414
ACC Docket No. W-02453A-09-0414
ACC Docket No. W-02454A-09-0414

FUNCTION

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Consultant to defendant and expert
witness for defendant on rates and
ratemaking.

Consultant on ratemaking aspects to line
extension policies (electric).

Valuation
Valuation

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Permanent Rate Application —
Wastewater. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Permanent Rate Application — Water.
Prepared schedules and testitied on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Staterment, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.
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COMPANY/CLIENT

Rio Rico Utilities, Inc
ACC Docket No. WS-02676A-09-0257

Litchfield park Service Company
ACC Docket No. SW-01428A-09-0103
ACC Docket No. W-01428A-09-0104

Town of Thatcher v. City of Safford, CV
2007-240, Superior Court of Arizona

Valencia Water Company
California Public Utility Commission Case
No. 09-05-002

Valley Utilities
ACC Docket No. W-01412A-08-0586

Black Mountain Sewer Company
ACC Docket No. SW-02361A-08-0609

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0608

Farmers Water Company
ACC Docket No. W-(1654A-08-0502

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0454

FUNCTION

Permanent Rate Application — Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Permanent Rate Application — Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Consultant to plaintiff on ratemaking and
cost of service.

Cost of Capital

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Permanent Rate Application — Sewet.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Interim Rate Application (Emergency
Rates)

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Permanent Rate Application. Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design and Cost of
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COMPANY/CLIENT

Ridgeline Water Company, LLC
ACC Docket No. W-20589A-08-0173

Sacramento Utilities, Inc.
ACC Docket No. SW-20576A-08-0067

Johnson Utilities
ACC Dacket No. WS-02987A-08-0180

Orange Grove Water Company
ACC Docket No. W-02237A-08-0455

Far West Water and Sewer Company
ACC Docket No. WS-03478A-07-0442

Qak Creek Water No.1
ACC Docket No. W-01392A-07-0679

ICR Water Users Association
Docket W-02824-07-0388

Johnson Utilities

H20, Inc
ACC Docket No. W-02234A-07-0550

FUNCTION

Capital.

Certificate of Convenience and Necessity
— Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, and financing.

Certificate of Convenience and Necessity
— Wastewater. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, and financing.

Permanent Rate Application. Water and
Sewer. Prepared schedules and testified

on Rate Base, Plant, income Statement,

Revenue Requirement, Rate Design and
Cost of Capital.

Participate in 40-252 proceeding.

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Financing Application. Prepare schedules
to support application.

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Valuation consultant in the matter of the
sale of Johnson Utilities assets to the
Town of Florence.

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
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COMPANY/CLIENT

Chaparral City Water Company
ACC Docket No. W-02113A-07-0551

Valley Utilities
ACC Docket No. W-01412A-07-0561

Valley Utilities
ACC Docket No. W-01412A-07-280

Valley Utilities
ACC Docket No. W-01412A-07-0278

Litchfield Park Service Company
ACC Docket No. W-01427A-06-0807

Golden Shores Water Company
ACC Docket No. W-01815A-07-0117

Diablo Village Water Company
ACC Docket No. W-02309A-07-0140

Diablo Village Water Company
ACC Docket No. W-02309A-07-0399

Sahuarita Water Company
(Rancho Sahuarita Water Co.)
ACC Docket No. W-03718A-07-0687

FUNCTION
Capital.

Permanent Rate Application. Prepared
schedules and testified on Rate Base, Plant,
Income Statement, Revenue Requirement,
Rate Design, and Cost of Capital.

Financing Application. Prepare schedules
to support application.

Emergency Rate Application. Prepare
schedules to support application.

Accounting Order. Assist in preparing
definition and scope of costs for deferral
for future regulatory consideration and
treatment.

Accounting Order. Assist in preparing
definition and scope of costs for deferral
for future regulatory consideration and
treatment.

Permanent Rate Application. Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Off-site facilities hook-up fee application.
Prepare schedules to support application.

Permanent Rate Application (Class C).
Water. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Extension Certificate of Convenience and
Necessity — Water. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, and financing.

Exhibit TIB-RB-DT-1
Page 9 of 14



COMPANY/CLIENT

Utility Source, L.L.C.
ACC Docket No. W5-04235A-06-0303

Tierra Buena Water Company

Goodman Water Company
ACC Docket No. W-02500A-06-0281

Links at Coyote Wash Utilities
ACC Docket No. SW-04210A-06-0220

New River Utilities
ACC Docket No. W-0173A-06-0171

Johnson Utilities
ACC Docket No. WS-02987A-04-0501
Docket W5-02987A-04-0177

Bachmann Springs Utility
ACC Docket No. W5-03953A-07-0073

Avra Water Cooperative
ACC Docket No. W-02126A-06-0234

Gold Canyon Sewer Company
ACC Docket No. SW-025191A-06-0015

FUNCTION

Permanent Rate Application- Water and
Wastewater. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Valuation of Tierra Buena Water
Company for estate purposes.

Permanent Rate Application (Class C).
Water. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
and Cost of Capital.

Certificate of Convenience and Necessity
— Sewer. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Extension Certificate of Convenience and
Necessity — Water. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, and financing.

Extension of Certificate of Convenience
and Necessity — Sewer. Prepared pro-
forma balance sheets, income statements,
plant schedules, rate base, financing, and
initial rate design.

Permanent Rate Application — Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Permanent Rate Application — Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue

Exhibit TIB-RB-DT-1
Page 10 of 14



COMPANY/CLIENT

State of Arizona v. Far West Water and
Sewer, No. 1 CA-CR 06-0160

Far West Water and Sewer Company
ACC Docket No. WS-03478A-05-0801

Black Mountain Sewer Company
ACC Docket No. SW-02361A-05-0657

Balterra Sewer Company
ACC Docket No. SW-02304A-05-0586

Community Water Company of Green
Valley
ACC Docket No. W-02304A-05-0830

McClain Water Systems
Northern Sunrise Water
Southern Sunrise Water
ACC Docket No. W-020453A-06-0251

Valley Utilities Water Company
ACC Docket No. W-01412A-04-0376

Valley Utilities Water Company
ACC Docket No. W-01412A-04-0376

Beardsley Water Company

FUNCTION
Requirement, Rate Design, and Cost of
Capital.

Expert witness on behalf of defendant in
penalty phase of case.

Permanent Rate Application — Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Permanent Rate Application — Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Certificate of Convenience and Necessity
— Sewer, Prepared pro-forma balance
sheets, income staterents, plant
schedules, rate base, financing, and initial
rate design.

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Certificate of Convenience and Necessity
— Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Off-site facilities hook-up fee application.
Prepare schedules to support application.

Permanent Rate Application — Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, and
Revenue Requirement. Assisted in
preparation of Rate Design.

Permanent Rate Application — Water.

Exhibit TIB-RB-DT-I
Page 11 of 14



COMPANY/CLIENT
ACC Docket No. W-02074A-04-0358

Pine Water Company, Inc.
ACC Docket No. W-03512A-03-0279

Chaparral City Water Company
ACC Docket No. W-02113A-04-0616

Tierra Linda Home Owners Association
ACC Docket No. W-0423A-04-0075

Diamond Ventures - Red Rock Utilities
ACC Docket No. W5-04245A-04-0184

Arizona-American Water Company, Inc.

ACC Docket No. WS-01303A-02-0867
ACC Docket No. WS-01303A-02-0868
ACC Docket No. WS-01303A-02-0869
ACC Docket No. WS-01303A-02-0870
ACC Docket No. W5-01303A-02-0908

Bella Vista Water Company, Inc.
ACC Docket No, W-02465A-01-0776

Green Valley Water Company

FUNCTION

Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Interim and Permanent Rate Application,
Financing Application - Water. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Cost of Capital,
and Rate Design.

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, and Income Statement. Assisted in
preparation Rate Design.

Certificate of Convenience and Necessity
— Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Certificate of Convenience and Necessity
— Water and Sewer. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, financing, and initial
rate design,

Permanent Rate Application Water and
Sewer (10 divisions). Prepared schedules
and testimony on Rate Base, Plant,
Income Statement, and Revenue
Requirement. Assisted in preparation of
Rate Design.

Permanent Rate Application - Water.
Prepared schedules and testimony on Rate
Base, Plant, Income Statement, and
Revenue Requirement. Assisted in
preparation of Cost of Capital and Rate
Design.

Permanent Rate Application. Prepared

Exhibit TIB-RB-DT-1
Page 12 of 14



COMPANY/CLIENT
Docket (2000 Not Filed)

Gold Canyon Sewer Company
ACC Docket No. SW-02519A-00-0638

Rio Verde Utilities, Inc.
ACC Docket No. WS-02156A-00-0321

Livco Water Company
Livco Sewer Company
ACC Docket No. SW-02563A-05-0820

Livco Water Company
ACC Docket No. SW-02563A-07-0506

~Cave Creek Sewer Company

Avra Water Cooperative
ACC Docket No. W-02126A-00-0269

Town of Oro Valley

Far West Water Company
ACC Docket No. WS-03478A-99-0144

FUNCTION
schedules and testimony on Rate Base,
Plant, Income Statement, and Revenue
Requirement. Assisted in preparation of
Cost of Capital and Rate Design.

Permanent Rate Application - Sewer.
Prepared schedules and testimony on Rate
Base, Plant, Revenue Requirement, and
Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Permanent Rate Application — Water and
Sewer. Prepared schedules and testimony
on Rate Base, Plant, Revenue Requirement,
and Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Permanent Rate Application — Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Permanent Rate Application — Water and
Sewet. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill

Counts, and Rate Design.

Revenue Requirement, Rate Adjustment
and Rate Design - Sewer.

Permanent Rate Application — Water.
Assisted in preparation of Rate Base, Plant,
Income Statement, Revenue Requirement,
and Rate Design.

Revenue Requirements, Water Rate
Adjustments and Rate Design.

Permanent Rate Application — Water.
Assisted in preparation of schedules for
Rate Base, Income Statement, Revenue
Requirement, Lead-Lag Study, Cost of
Capital, and Rate Design.

Ezxhibit TIB-RB-DT-1
Page 13 of 14



COMPANY/CLIENT

MHC Operating Limited Partnership
Sedona Venture Wastewater
ACC Docket No. W-

Vail Water Company
ACC Docket No. W-01651B-99-0406

E&T Water Company
ACC Docket No. W-01409A-95-0440

New River Utility
ACC Docket No. W-01737A-99-0633

Golden Shores Water
ACC Docket No. W-01815A-98-0645

Ponderosa Utility Company
ACC Docket No. W-01717A-99-0572

Chaparral City Water Company
Docket (1999 Not Filed)

FUNCTION

Permanent Rate Application — Sewer.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Permanent Rate Application. Assisted in
preparation of schedules for Rate Base,
Plant, Income Statement, and Rate Design.

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Permanent Rate Application — Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Permanent Rate Application — Water.
Assisted in preparation of schedules for
Rate Base, Plant, iIncome Statement, and
Rate Design.

Permanent Rate Application - Water.
Prepared schedules and testimony on Rate
Base, Plant, Revenue Requirement, and
Income Statement. Assisted in preparation
of Cost of Capital and Rate Design.

Exhibit TIB-RB-DT-1
Page 14 of 14
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Red Rock Utilities, LLC
Docket No: WS-04245A-14-

August 4, 2014

- WATER DIVISION
SCHEDULES
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Computation of increase in Gross Revenue

Requirements As Adjusted

Fair Value Rate Base

Adjusted Operating Income
Current Rate of Return

Required Operating Income
Required Rate of Retumn
Operating Income Deficiency
Gross Revenue Conversion Factor

Increase in Gross Revenue
Requirement

Adjusted Test Year Revenues

Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement

% Increase

Customer
Classification

{Residential Commercial, Irtigation)
5/8x3/4 Inch Residential

5/8%3/4 inch Commercial

21nch Commerciai

1 Inch Irrigation

2 Inch Irrigation
Bulk
Hydrant{standpipe)

Revenues From Priected Customer Growth
Subtotal

Micellaneous Charges
Reconciling Amount
Rounding

Total of Water Revenues

SUPPORTING SCHEDULES:
B-1
C-1
C-3
H-1

Exhibit

Schedule A-1
Page 1

Witness: Bourassa

$ 1,378,255

116,685

8.47%

3 130,934

9.50%

5 14,235

1.0169

3 14 480

$ 533,046

$ 14,480

L3 547 525

2.72%

Present Proposed Dollar Percent

Rates Rates Increase Increase
$ 268205 3 273676 % 5,471 2.04%
742 749 7 0.96%
11,929 12,566 B36 5.33%
7,206 7,617 411 570%
5,201 5,445 244 4.69%
31,242 34,017 2775 8.88%

19,341 21,076 1,736
179,937 182,522 2,585 1.44%
£ 523802 % 537668 % 13,865 2.65%
9276 9,276 - 0.00%
(33) 582 615 -1853.64%
- 0.00%
$ 533045 § 547526 § 14,480 2.72%




Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule A-2
Summary of Results of Operations Page 1
Wilness: Bourassa

Projected Year

Test Year Present Proposed

Line Prior Years Ended Actual Adjusted Raies Rates
No. _Description 12/31/20114 12/31/2012 12/31/2013 12/31/2013 12/31/2014 12/31/2014

1 Gross Revenues $ 442301 % 347567 § 368480 $ 533,046 $ 533,046 % 47 525

2

3  Revenue Deduclions and 554 910 571,662 569,003 416,350 416,350 416,591

4 Operaiing Expenses

5

6  Operating Income $ (112,609) §% (224095 3 (200,523) § 116695 $ 116695 3§ 130,934

7

B8 Other Income and 565 299 4,859 4,859 4,859 4,859

9 Creductions

10

11 Interest Expense - - - - - -

12

13  Net Income 3 (112044) % (223,796) § (195564) $ 121554 $§ 121,554 §$ 135,793
14

15 Earned Per Average

16 Commaon Share NA MNA NA NA MNA NA

17

18 Dividends Per

19 Common Share MA MA NA MA NA MNA

20

21 Payout Ratio - - - - - -
22

23 Return on Average

24 Invested Capital -1.54% -3.23% -2.86% 1.74% 1.75% 1.96%
25

26 Retwrnon Year End

27 Capital -1.61% -3.25% -2.89% 1.74% 1.76% 1.97%
28

29 Retum on Average

30 Member's Equity -4,06% -8.65% -8.15% 4.79% 5.09% 5.67%
3

32 Return on Year End

33 Common Equity -4,15% -9.04% -8.41% 4.68% 4.97% 5.52%
34

35 Times Bond Interest Eamed
36 Before Income Taxes - - - - . -

38 Times Total Interest and
39 Preferred Dividends Eamed
40 After Income Taxes - - - - - -

46 SUPPORTING SCHEDULES
47 €A
48 E-2
49 F-1
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Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule A-4
Construction Expenditures Page 1
and Gross Utility Plant in Service Witness: Bourassa
MNet Piant
Placed
Construction in
Expenditures Service
Prior Year Ended 12/31/2011 310,010 310,010
Prior Year Endad 12/31/2012 402,952 34 680
Test Year Ended 12/31/2013 20,822 10,656
Projected Year Ended 12/31/2014 40,000 40,000
SUPPORTING SCHEDULES:
B-2
E-5
F-3

Gross
Utility
Plant

in Service

6,200,108
6,234,788
6,245,444

6,285,444
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Red Rock Ultiitles, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule B-1
Summary of Rate Base Page 1
Witness: Bourassa
Qriginal Cost Fair Value
Rate base Rate Base

Gross Utility Plant in Service $ 5,318,336 $ 5,318,336
Less: Accumulated Depreciation 873,019 873,019
Net Utility Plant in Service $ 4 445 316 $ 4,445 316
Less:
Advances in Aid of Construction 2,861,056 2,861,056
Contributions in Aid of Construction 233,715 233,715
Accumulated Amoitization of CIAC (27.711) 27.711)
Custamer Meter Deposits - -
Deferred Income Taxes & Credits - -
Plus:
Unamartized Finance

Charges - -
Deferred Tax Assets - -
Allowance for Working Capital - -
Total Rate Base $ 1,378,255 $ 1,378,255

SUPPORTING SCHEDULES:
B-2
B-3
B-5
E-1
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Original Cost Rate Base Proforma Adjustments

Gross Utility
Plant in Service

Less:
Accumulated
Depreciation

Net Utility Plant
in Service

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction - Gross

Accumulated Amortization of CIAC

Customer Meter Deposits
Accumulated Deferred Income Tax

Plus:

Unamortized Finance
Charges

Prepayments

Materials and Supplies

Working capital

Total

SUPPORTING SCHEDULES:
B-2, pages2
E-1

$

$

$

Actual
at
End of
Test Year

6,245,446

1,801,802

4,343,644

3,611,056

233,715

(52,586)

551,459

Proforma
Adjustment

(927,111)

(1,028,783)

(750,000)

24,875

Exhibit

Schedule B-2
Page 1

Witness; Bourassa

Adjusted
at end
of
Test Year

$ 5318335

873,019

$ 4,445318

2,861,056

233,715

(27, 711)

$ 1.,378.2585

RECAP SCHEDULES:
B-1
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Original Cost Rate Base Proforma Adjustrents
Adjustment Number 1-A

Remove Verano Division Plant

Acct

No. Description Amoun

302 Franchise Cost § 21,305

TOTAL 3 21,306

Increase (decrease) in Plant-in-Service 5 (21,305)
Adjustment to Plant-in-Service 3 (21,305}
SUPPORTING SCHEDULES
Testimany

Exhibit

Schedule B-2
Page 3.1
Witness: Bourassa



Line

Red Rock Uliities, LLC - Water Division
Test Year Ended December 31, 2013

Original Cost Rate Base Proforma Adjustments

Acct.
No. Description

320 Waiter Treatment Equipment
330 Dist. Reservoirs & Standpipe
TOTAL
Increase (decrease) in Plant-in-Service

Adjustment to Plant-in-Service

SUPPORTING SCHEDULES
Testimony

Adjustment Number 1-B

Exce

C

ity Adjustmen

Plant
Balancs
Endof TY

573,066
1,454,518

Projected
Excess Capacity

as Percant

54%
41%

Excess
Capacity
Adjustment

309,456
596,362

—————

L 905,808

$ {905,808}
$ (905,808)

Exhibit

Schedule B-2
Page 3.2
Witness: Bourassa
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Red Rock Ultlities, LLC - Water Division
Test Year Ended December 31, 2013
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2-A

Excess Capacity Adjustment

Acct.
No. Description

320 Water Treatment Equipment
330 DBist. Reservoirs & Standpipe
TOTAL
Increase (decrease) in Plant-in-Service

Adjustment to Plant-in-Service

SUPPORTING SCHERBULES
B8-2 pages 3.2

Computed Projected
A/D Balance Excess Excess
Before Capacity  Capacity Capacity

Adjustment as Percent Adjustment

120,209 54% 54,913
238431 #1% 97757
§ 162,870

3 162,670
$ 162,670

Exhibit

Schedule B-2
Page 4.1
Witness: Bourassa
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Original Cost Rate Base Proforma Adjustments
Adjustment 3

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization

Exhibit

Schedule B-2
Page 5

Witness. Bourassa

Accumulated

Gross
CIAC
Computed balance 3 233,715
Book halance at end of TY 3 233,715
increase (decrease) 3 -
Adjustment to CIAC/AA CIAC 3 -
Label 3a
SUPPORTING SCHEDULES
E-1
B-2, page 5.1

Amortization
: 27711
$ 52 586
$ (24,875)
3 24 875
3b
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Original Cost Rate Base Proforma Adjustments
Adjustment 4

Remove Verano Division related AIAC

Verano AIAC funding Plant Held for Future Use

Increase(decrease) in AIAC

REFERENCE
Testimony

$ 750,000
$ (750,000

Exhibit

Schedule B-2
Page 6

Witness: Bourassa
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Computation of Warking Capital

Cash Working Capital (1/8 of Allowance

Operation and Maintenance Expense)
Pumping Power {1/24 of Pumping Power}
Purchased Water (1/24 of Purchased Water)
Prepaid Expenses

Tatal Waorking Capital Allowance

Working Capital Requested

Total Operating Expense
Less:

income Tax

Property Tax
Depreciation

Purchased Water
Pumping Power
Allowable Expenses

1/8 of allowable expenses

SUPPORTING SCHEDULES:
E-1

Exhibit

Schedule B-5
Page 1

Witness: Bourassa

$ 28,474

1,238
$ 28,713
3 -

Adjusted Test Year

$ 416,350
$ -

26,568

132,265

29,723

3 227,794

$ 28474

RECAP SCHEDULES:

B-1
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Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule C-1
Income Statement Page 1
Witness: Bourassa
Test Year Test Year Proposed Adjusted
Book Adjusted Rate with Rate
Results Adiustment Results Increase Ingrease
Revenues
Metered YWater Revenues $ 359,204 $ 164,566 % 523770 $ 14,480 % 538,249
Unmetered Water Revenues - - - -
Other Water Revenues §,276 - 9,276 9,276
$ 368480 $ 164566 3§ 533,046 % 14480 $ 547,525
Operating Expenses
Salaries and Wages 8 45670 - 3 45 670 3 45670
Employee Pensions and Benefits 1,564 - 1,564 1,564
Purchased Water - - - -
Purchased Power 20,220 9,503 29,723 29723
Chemicals 2,365 - 2,365 2,365
Repairs and Maintenance 37,989 - 37,989 37,989
Office Supplies and Expense 884 - 884 884
Contractual Services - Engineering - - - -
Contractual Services - Mgmnt Fee 60,000 - 60,000 60,000
Contractual Services - Legal & Accounting 27,776 - 27776 27,776
Contractual Services - Other 16,914 - 16,914 16,914
Contractual Services - Water Testing 1,378 - 1,378 1,378
Rents ‘ - - - -
Transportation Expenses - - - -
insurance - Vehicle - - - -
Insurance - General Liability 11,438 - 11,438 11,438
Insurance - Worker's Comp - - - -
Regulatory Commission Expense - - - -
Regulatory Commission Expense - Rate Ca - 5,000 5,000 5,000
Bad Debt Expense - - - -
Miscellaneous Expense 15,637 {2.279) 13,358 13,358
Sales Tax Expense 23,977 (23,977) - -
Depreciation Expense 297,605 (165,340) 132,265 132,265
Taxes Other Than Income 3,458 - 3458 3,458
Property Taxes 2,128 24 440 26,568 241 26,809
Income Tax - - - - -
Total Operating Expenses $§ 569,003 $ (152653) $ - 416350 5 241§ 416,591
Operating Income $ (200,523) $ 37218 § 116,685 & 14,239 % 130,934
Other Income {Expense)
Interest Income 4,859 - 4,859 4,859
Other income - - - -
interest Expenge - - - -
Other Expense - - - -
Total Other Income {Expense) 5 4,859 $ - 3 4859 § - % 4,859
Net Profit (Loss) % (195,664) $ 317218 § 121,554 § 14239 % 136,793
SUPPORTING SCHEDULES: RECAP SCHEDULES:
C-1, page 2 A1
E-2
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Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule C-2
Adjustments to Revenues and Expenses Page 1
Witness: Bourassa

Line Adjustments to Revenues and Expenseas

Mo. 1 2 3 4 ] 8 Subtotal
1 Annualized Reverse - Remave
2 Property Rate Revenues Revenue Sales tax
3 Deprecialion Taxes Case Expense  Proiected Growth Accrual Expense
4  Revenues 179,937 (15,371} 164,566
5
6 Expenses (165,340) 24,440 5,000 - 23,977) (159,877)
7
8  Operating
9 Income 165,340 (24,440) {5,000} 179,937 (18,371) 23,977 324,443
10

11 Interest

12 Expense -
13 Other '

14 Ingpme / - -
15 Expense

16

17 Net Income 165,340 {24,440) {5,000) 179,937 {15,371) 23,977 324,443
18

19

20 Adjustments to Revenues and Expenses

21 i 8 a 10 " 12 Subtotal
22 Remove Intentionally Intentionally Intentionally Intentionally Intentionally

23 Verano Left Lef Left Lefi Left

24 Expense Blank Elank Blank Blank Blank

25 Revenues 164,566
26

27 Expenses {2,279) - (162,156)
28

29  Qperating

30 Income 2,279 - - - - - 326,722
kY

32  Interest

33 Expense - -
34 Other

35 Income / -
36 Expense

37

38 Net Income 2,279 - - - - - 326,722




Line

Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 213
Adjustmenis to Revenues and Expenses
Adjustment Number 1

Depreciation Expense

Adjusted Fully
Acct Criginal Depr! Depreciable Proposed
No. Description Cost Non-Depr Cost Rates
301  Organization Cost 54,297 (54,297} - 0.00%
302  Franchise Cost 73,931 (73,931) - 0.00%
303 Land and Land Rights 32,810 {32,810) - 0.00%
304  Structures and Improvements 8,049 8,049 3.33%
305 Collecting and Impounding Res. - - 2.50%
306 Lake River and Other Intakes - - 2.50%
307  Wells and Springs 691,317 891,317 3.33%
308 Infiltration Galleries and Tunnels - - 6.67%
309  Supply Mains - - 2.00%
310 Power Generalion Equipment 51,082 51,082 5.00%
311 Electric Pumping Equipment - - 12.50%
320  Water Treatment Equipment 263610 263,610 3.33%
3201 Water Treatment Plant - - 3.33%
320.2 Chemical Solution Feeders - - 20.00%
330 Dist. Reservoirs & Standpipe 858,166 858,166 2.22%
330.1 Storage tanks - - 2.22%
330.2 Pressure Tanks - - 5.00%
331 Trans. and Dist. Mains 2,343 549 2,343,549 2.00%
333 Services 518,785 518,785 31.33%
334 Meters 154,334 154,334 8.33%
335 Hydrants 208,018 208,018 2.00%
336 Backflow Prevention Devices - - 6.87%
339  Other Plant and Misc. Equip. 651 651 6.67%
340  Office Furniture and Fixtures 5,752 5,752 6.67%
3401 Computers and Software - - 20.00%
341 Transportation Equipment 8,224 (8,224} - 20.00%
342  Stores Equipment 3,836 3,836 4.00%
343 Tools and Work Equipment 2,856 2,856 5.00%
344  Laboratory Equipment 14,718 14,718 10.00%
345 Power Operated Equipment 18,224 18,224 5.00%
346  Communications Equipment - - 10.00%
347  Miscellangous Equipment 6,124 6,124 10.00%
348 Other Tangible Plant - - 10.00%
TOTALS § 5318333 % (169262) $ 5,149,071
Gross CIAC Amort. Rate
Less: Amortization of Contributions % 233,715 2.6909%

Total Depreciation Expense

Test Year Depreciation Expense

Increase {decrease) in Depraciation Expense
Adjustment to Revenues and/or Expenses

SUPPORTING SCHEDULE
B-2, page 3

Exhibit

Schedule C-2
Page 2

Witness: Bourassa

Depreciation
Expense

268

23,021

2,554

B.778

19,051

46,871
17,278
12,856
4,160
43

354

153
143

1,472
am

612
$ 138,554
$ (6,289)
¥ 132,265

297,605
£185,340)
5 {165,340)



Red Rock Ultiities, LLC - Water Division Exhibit

Test Year Ended December 31, 2013 Schedule C-2
Adjustment to Revenues and Expenses Page 3
Adjustment Number 2 Witness: Bourasss

Property Taxes

Line Test Year Company
MNo. DESCRIPTION as adjusted Recommended

1 Company Adjusted Test Year Revenues - 2007 5 533,046 $ 533,046

2 Weight Factor 2 2

3 Subtotal (Ling 1 * Line 2) 1,066,081 1,066,091

4 Company Recommended Revenue 533,046 547,525

5 Subtotal (Line 4 + Line 5} 1,599,137 1,613,617

8  Number of Years 3 3

7 Three Year Average (Line 5/ Line 6) 533,046 637,872

8 Department of Revenue Mutilplier 2 2

9 Revenue Base Value (Line 7 * Line 8) 1,066,091 1,075,744
10 Plus: 10% of CWIP - 2010 - -
11 Less: Net Book Value of Licensed Vehicles 0 0
12 Full Cash Value {Line 2 + Line 10 - Line 11) 1,066,091 1,075,744
13  Assessment Ratio 18.0% 18.0%
14  Assessment Value (Line 12 * Line 13) 191,896 193,634
16  Composite Property Tax Rate - Obtained from ADOR 13.8449% 13.8449%
16  Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $ 26,568 5 26,809
17 Tax on Parcels - -
18 Total Property Taxes {Line 16 + Line 17) $ 26,568

19 Test Year Property Taxes $ 2,128

20 Adjustment to Test Year Property Taxes (Line 18 - Line 19) $ 24,440

21

22 Property Tax on Company Recommended Revenue (Line 16 + Line 17} $ 26,809
23 Company Test Year Adjusted Property Tax Expense (Line 18) 3 26,568
24 Increase in Property Tax Due to Increase in Revenue Requirement _§ 241
25

26 Increase in Property Tax Due to Increase in Revenue Regquirement (Line 24) $ 241
27 Increase in Revenue Requirement 5 14,480
28 Increase in Property Tax Per Doifar Increase in Revenue (Line 26/ Line 27) 1.66139%
29

30

31

32

33

34

35

36

37

38

39

£
o
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Adjustment to Revenues and Expenses
Adjustment Number 3

Rate Case Expense

Estimated Rate Case Expense

Estimated Amortization Period in Years

Annual Rate Case Expense

Test Year Rate Case Expense

increase(decrease) in Reg. Comm. Rate Case Expense

Adjustment to Revenue and/or Expense

$

$

25,000

5,000

Exhibit

Schedule C-2
Page 4

Witness: Bourassa

|

$
5

5,000

5,000
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Adjustment to Revenues and Expenses
Adjustment Number 4

Additional Revenues/Expense from Projected Customer Growth

Projected Additional Revenues

Projected additional number of customers over next 5 years

Average 5/8x3/4 inch residential monthly bill during test year (H-2, page 1)
Additional monthly revenues

Mumber of months

Additional projected annual revenues

Total additional annual revenues

increase(decrease) in Metered Revenues
Adjustment to Revenue andfor Expense

Projected Additional Purchased Power Expense
Test year purchased power expense

Gallons sold (in 1000's)

Cost per 1,000 gallons

Projected additional number of customers over next 5 years

Average 5/8x3/4 inch residential usage during test yearin 1,100's (H-2, page 1}
Additional monthly gallons sold

Cosl per 1,000 gallons

Additional monthly pumping power expense

Nurnber of months

Additional projected annual pumping power expense

Increase{decrease) in Purchased Power Expense
Adjustment to Revenue and/or Expense

REFERENCE
Testimony

©9 &

& B

400
37.49
14,995
12
179,937

178,937

179,837

179,937

20,220
52,647
0.3841

400
5.155
2,062

0.3841

792

12
©.503

9,503

9,503

Exhibit

Schedule C-2
Page §

Witness; Bourassa
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Red Rock Uttiities, LLC - Water Division
Test Year Ended December 31, 2013
Adjustment to Revenues and Expenses
Adjustment Number 5

Reverse Revenue Accruatl

Revenue accrual recorded during tesi year

Total

Increase(decrease) in Metered Revenues
Adjustment to Revenue and/or Expense
REFERENCE

Testimony
work papers

Exhibit

Schedule C-2
Page 6

Witness. Bourassa

$ (5371)
$ (15,371}
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Red Rock Ultiities, LL.C - Water Division
Test Year Ended December 31, 2013
Adjustment fo Revenues and Expenses
Adjustment Number 6

Remove Sales Tax Expense

Test year sales tax expense

Total

Increase(decrease) in Sales Tax Expense

Adjustment to Revenue and/or Expense

REFERENCE
C-1
Testimony
work papers

5 23,977
$ 23,977
$ (23.977)
3 (23.977)

Exhibit

Schedule C-2
Page 7

Witness, Bourassa
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2001
Adjustment to Revenues and Expenses
Adjustment Number 7

Remove Verano Division Expense

Test year expenses related to Verano

Total

Increase(decrease) in Miscellaneous Expense

Adjustment to Revenue and/or Expense

REFERENCE
C-1
Testimony
work papers

Exhibit

Schedule C-2
Page 8

Witness, Bourassa

2,279
3 2,279
$ {2,279
$ {2,279



Red Rock Ultiities, LLC - Water Division Exhibit

Test Year Ended December 31, 2013 Schedule C-2
Adjustment to Revenues and/or Expenses Page 9
Adjustment Number 8 Witness: Bourassa
Line
No.
1 Income Tax Computation
2
3 Test Year Adjusted
4 Adjusted with Rate
3 Resulis Increase
6 Revenue $ 533,046 $ 547,525
Cperating Expenses Excluding Income Taxes 416,350 416,591
Synchronized Inierest - -
7  Income Before Taxes 3 116,695 $ 130,934
8
9  Arizona Income Before Taxes $ 116,695 $ 130,934
10
11 Less: Effective Arizona Income Tax $ - $ -
12 Rate= 0.0000% '
13 Arizona Taxable Income $ 116,695 $ 130,934
14
15 Arizona Income Taxes 5 - 5 -
16
17 Federal Income Before Taxes $ 116,695 $ 130,934
18
19 Less Arizona Income Taxes $ - $ -
20
21 Federal Taxable Income $ 116,695 3 130,934
22
23
24
25 FEDERAL INCOME TAXES:
26 Effective Federal Tax Rate = 0.0000% $ - $ -
27
28
29
30
31
32 Federal income Taxes 5 - & -
33
34
35 Total Income Tax 3 - $ -
36
37 Overall Tax Rate 0.00% 0.00%
38
39 Income Tax $ - $ -
40 Test Year income tax Expense - -
41 Adjustment to Income Tax Expense $ - $ -
42
43

44 " See work papersftestimony



Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule C-3
Computation of Gross Revenue Conversion Factor Page 1
Wiiness: Bourassa

Percentage
of
Ingremental
Line Gross
No. _Description Revenues
Combined Federal and State Effective Income Tax Rate 0.000%

Property Taxes 1.661%

Total Tax Percentage 1.661%

Operating Income % = 100% - Tax Percentage 98.339%

1 = Gross Revenue Conversion Factor
Operating Income % 1.0169

MR RMNMNMRN-—- 2 4 =2 3 a3 a3
PomilStoNnobrumnoagP@NEO RGNS

25 SUPPORTING SCHEDULES: RECAP SCHEDULES:
26 (-3, page 2 A-1
27

28

29

30

31

32

33

34

35

36

37

38

39

40




Red Rack Uliities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule C-3
Page 2
Witness: Bourassa
GROSS REVENUE COMVERSION FACTOR

Line 1A} B) <} [{=} [E] IF1
No. Desaiption
Calcutation of Gross Revenua Conversion Factor
1 Revenug 100.0000%
2 Uncollecible Facter {Line 11} 0.0000%
3 Revenues (L1-L2) 100.0000%
4 Combined Federal and Stale Inceme Tax and Property Tax Rate {Line 23) 1.6614%
5 Subtoial (L3 - L4} 98.3386%
& Ravenue Conversion Factor (L1 FL5) 1.016885
Calculation of Uncoliectible Factor
7 Unity 100.0008%
8 Combined Federal and Stale Tax Rate (Line 17) 0.0008%
9  One Minus Combined Income Tax Rate {L7 - LB ) 100.0000%
10 Uncolleclible Rate 0.0000%
11 Uncollectible Factor (19 * L10) 0.0000%%
Calculation of Effective Tax Rate:
12 Operating Income Before Taxes {Arizona Taxable Incoma) 100.0000%
13 Anzena Sate Income Tax Rate 0.0000%
14 Federal Taxable income (L12 - Li3) +00.0000%
15 Applicable Federal Income Tax Rate {Line 44) 0.0000%
16 Effective Federal Income Tax Rate (L14 x L15) 0.0000%
17 Combined Federal and State Income Tax Rale {L13 +L16) 0.0000%
Calculation of Effective Pry, Tax Factor
18  Unity 100.0600%
19 Combined Federal and Slate Income Tax Rate {L17) 0.0000%
20 One Minus Combined Incams Tax Rate (L18-.18) 100.0000%
21 Praperly Tax Faclor 1.6614%
22 Efleclive Property Tax Faclor (L20%L21) 16614%
23 Combined Federal and State income Tax and Property Tax Rate (L17+L.22) 16614%
24 Required Operaling Inceme $ 130,834
25 AdjustedTest Year Operating Income (Loss) $ 116,695
26 Reguired Increase in Operating Income (124 - L25) 3 14,239
27 Income Taxes on Recommended Revenue (Col. (F), L52} S -
28 Income Taxes on Test Year Revenue {Col. {C), L52) -3 -
29 Renuired Increase in Revenue te Pravide for income Taxes {L27 - L28) 3 -
30 Recommended Revenue Requiremeant $ 547 525
31 Uncallectible Rafe (Line 10) 0.0000%
32 Unoollsctible Expense on Recommended Revenue {124 * L25) 3 -
33 Adjusied Test Year Uncollectible Expense 5 -
34 Required Increase in Revenue to Pravide for Uncollecuble Exp. $ -
35 Propenty Tax with Recommended Revenue ] 26,809
365 Property Tax on Test Year Reverue $ 26,568
37 Increase in Preperty Tax Due ko Increase in Revenue (L35-L3E) 5 241
38 Total Reguired Increase in Revenue (L26 + .29 + L37) 3 14,430
A B (] {D} —IEl [F]
Tesl Year Company Recommended
Total I Total
LCalculation of Incorme Tax: Red Rock Ulliities, LLG - Yvater Division Red Reck Uliiies, LLE - Water Division
39 Pevenue $ 533,046 1 & 533,046 $ 547525 | $ 547,525
40 Operaling Expenses Exduding Income Taxes $ 416,350 | $ 416,350 § 416,591 | & 416,591
41 Synchronized Inferest {L47) 5 - 5 - k] - ] - 3 -
42 Arizana Taxable Income (L30 - L31 - L32) ] 11656851 § 116695 | § - 3 130935t § 130,835 | & -
43  Arizona Stale Effeclive Income Tax Rate {see work papers) 0.0000% 0.0000% 0.0000% £.0000%, 0.0000% 0.0000%
44 Arizana Income Tax (L33 x L34) § - $ - 5 - ¥ - L] - -
45 Federal Taxable income (L33 - L35) 3 1165854 § 116695 | § - 3 130935 | § 130,935 | 5 -
46 Effective Tax Rate (see wark papers) 0.0000% 0.0000% 0.0000% 0.0600%
47 Federal lncome Tax 1 - $ - % - $ -
48 § - % -
49 3 - 3 -
50 $ - 4 -
51 Tolal Federal Income Tax $ . 5 - [ - 5 - 3 3 -
52 Combined Federal and State Income Tax (L35 + L42) 3 - 1% - § - ] - 1§ - 1§ -
53 COMBINED Applicable Federal Income Tax Rate [Col. {D), LS1 - Col. |A], LS1] f [Cal. [, L45 - Cal. {A], L45] 0.0000%
54 WATER Applicable Federal Income Tax Rate [Col. [E], LS4 - Col. [B], L51)/ {Col [E], L45 - Cal. [E], L45] 0.0000%
55
Caloulation of Inlerest Synehronjzation; NiA
56 Rale Base % 1376255 | & -
57 Weighted Average Cost of Debt 0.0000% 0.0000%
58 Synchronized Interasi (L45 X |46} 3 - i -
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Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule D-3

Cost of Preferred Stock Page 1
Witness: Bourassa

End of Test Year End of Projected Year
Description Shares Dividend Shares Dividend
of Issue Outstanding Amount Requirement Dutstanding Amount Requirement

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING

SUPPORTING SCHEDULES: RECAP SCHEDULES:
E-1 D-1




Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule D-4

Cost of Common Equity Page 1
Witness: Bourassa

Line

=
C
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The Company is proposing a cost of common equity of 9.50% .

SUPPORTING SCHEDULES: RECAP SCHEDULES:
E-1 D-1
Testimony




Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Comparative Balance Sheets

ASSETS
Plant In Service
Non-Utility Ptant
Construction Work in Progress
Pland Hid for Future Use
Less: Accumulated Depreciation
Net Plant

Debt Reserve Fund

CURRENT ASSETS
Cash and Equivalents
Restricted Cash
Accounts Receivable, Net
Inter-Dhvigion Receivable
Motes Receivable
Materials and Supplies
Prepayments
Other Current Assets

Total Cumrent Assets

Unamortized Debt Discount

Other Deferred Debits

Deferred Debits

Other Investments & Special Funds

TOTAL ASSETS

Exhibit

Schedule E-1
Page 1

Witness: Bourassa

LIABILITIES AND STOCKHOLDERS' EQUITY

Member Equity
Long-Term Debt

CURRENT LIABILITIES
Accounts Payable
Current Portion of Long-Term Debt
Payabhles to Assaciated Companies
Security Deposits
Customer Meter Deposits, Current
Accrued Taxes
Accrued Interast
Other Current Liabilities
Total Current Liabilities

DEFERRED CREDITS
Customer Meter Deposits, less current
Advances in Aid of Construction
Accumulated Deferred Income Taxes
Contributions In Aid of Construction
Accumulated Amortization
Total Deferred Credits

Total Liabilities & Common Equity

SUPPORTIMG SCHEDLULES:

Test
Year Year Year
Ended Ended Ended
12/31/213 12/31/2012 12/3172011
$ 6,245 444 $ 6,234,788 $ 6,200,108
719,573 700,407 341,135
{1,801,802) {1,592 511) {1,283,821)
$ 5,063,215 $ 5,351,684 $ 5257422
$ - % - 5 -
5 - $ - 3 -
$ 3,037 3 41,559 % 79,340
28,623 17,310 62,106
1,685,351 1,475,166 1,565,665
$ 1,717,011 $ 1,534,035 $ 1,707,111
5 - 3 - $ -
§ - 3 - 3 -
§ 6,780,226 $ 6,885,719 $ 6,964533
$ 2,326,064 $ 2476,587 $ 2,700,384
§ - 3 - $ -
$ B664) § {246) § {246)
492 077 373,21 143,208
44,505 54,029 48,016
124,172 130,240 138,086
1,117 9892 1,033
770 331 -
5 661,977 $ 558,554 $ 330,008
$ - s - $ -
3,611,056 3,657,763 3,729,551
233,715 233,715 233,715
(52,586) (40,900) {29,215)
5 3,792,185 $ 3,850,578 $ 3,834,051
3 6,780,226 $ 6885719 $ 6,964 533
RECAP SCHEDULES:

A-3
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Red Rock UHiities, LLC - Water Division

Test Year Ended December 31, 2013
Comparative Income Statements

Revenues
Metered Water Revenues
Unmaetered Water Revenues
Other Water Revenues

Total Revenues

Operating Expenses
Salaries and Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Contractual Services - Engineering
Conftractual Services - Mgmnt Fee
Contractual Services - Legal & Accounting
Contractual Services - Other
Contractual Services - Water Testing
Rents
Transportation Expenses
Insurange - Vehicle
Insurance - General Liability
Insurance - Worker's Comp
Requlatory Commission Expense

Regulatory Commission Expense - Rate Case

Bad Debt Expense
Miscellanecus Expense
Sales Tax Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes

Income Tax

Total Cperating Expenses
Operating Income
Other Income (Expense)

Interest Income:

Other Income

interest Expense

Other Expense

Gain (loss) on Disposal of Equip
Total Other Income (Expense)
Net Profit {Loss)

SUPPORTING SCHEDULES:

Exhibit

Schedule E-2
Page 1

Witness: Bourassa

Test Prior Prior

Year Year Year

Ended Ended Ended
12/31/2013 12/31/2012 124312011
$ 3650204 $ 301,854 & 433,948
9,276 45713 8,352
$ 268480 $ 347567 B 442,301
$ 45670 % 57688 § 58,770
1,564 {1,349) (1,707)
20,220 18,897 22,023
2,365 4,959 2145
37,989 31,393 39,701
884 796 2,239
60,000 56,000 45,000
27,776 33,688 25,638
16,914 12,109 3,299
1,378 1,458 865
11,438 3,834 11,005
15,637 21,020 13,904
23,977 22 667 27,884
297,605 297,005 296,543
3,458 4,499 4,632
2128 1,998 1,969
$ 568003 $ 571662 $ 554,910
$ (200,523) § (224.095) $ (112,609)
4 859 299 565
3 4859 § 209 § 565
$ (195684) $ (223,796) §  (112,044)

RECAP SCHEDULES:
A2
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39
40
41
42

Acct.

301
302
. 303
304
305
306
307
308
309
310
311
320
320
3201
3202
330
3301
3302
333
334
335
338
338
340
340.1
341
342
343
344
345
346
347
348

Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Detail of Plant in Service

Plant Description

Qrganization Cost

Franchise Cost

Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs

Infiltration Galleries and Tunnels
Supply Mains

Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks

Pressure Tanks

Services

Meters

Hydrants

Backflow Prevention Devices
Other Plant and Miscellaneous Equipment
Office Furniture and Fidures
Computer Sfiware & Equipment
Transporiation Equipment
Stores Equipment

Tools and Work Equipment
Laboratory Equipment

Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

TOTAL WATER PLANT

SUPPORTING SCHEDULES

Exhibit

Schedule E-5
Page 1
Witness: Bourassa
Plant
Additions,
Plant Reclass- Plant
Balance ications or Balance
at or at
12/31/2012 Retirements 12/31/2013
% 54297 % - $ 54,297
95,236 - 95,236
32,810 - 32,810
8,049 - 8,049
691,317 - 691,317
51,082 - 51,082
573,066 - 573,086
1,454 518 - 1,454,518
2,343,549 - 2,343,549
518,785 - 518,785
143,678 10,656 164,334
208,018 - 208,018
651 - 651
5752 - 5,752
8224 - 8,224
3,836 - 3,836
2,856 - 2,858
14,718 - 14,718
18,224 - 18,224
6,124 - 6,124
$ 6234790 § 10,656 § 6,245448
RECAP SCHEDULES:
A4
E-1
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Red Rock Ultiities, LLC - Water Division

Test Year Ended Decamber 31, 2013

Operating Statistics

WATER STATISTICS:

Total Gallons Sold {in Thousands)

Water Revenues from Customers:

Year End Number of Customers

Annual Gallons (in Thousands)
Sold Per Year End Customer

Annual Revenue per Year End Customer

Pumping Cost Per 1,000 Gallons
Purchased Water Cost per 1,000 Gallons

Exhibit
Schedule E-7
Page 1
Witness: Bouras

Test Prior Prior
Year Year Year
Ended Ended Ended
12131/2013 12/31/2012 124312011
52,647 45,527 54238
5 359,204 § 301,854 §% 433,949
586 606 . 573
90 75 a5
$ 612.98 § 49811 § 757.33
5 0.3841 § 0.4151 $ 0.40680
& - $ - $ -




Red Rack Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule E-8
Taxes Charged to Operations Page 1
Witness: Bourassa

Test Prior Prior

Year Year Year

Line Ended Ended Ended
12/31/2013 12/31/2012 12/31/2011

Description

State Income Taxes $ - 3 - $ -

Federal Income Taxes - - -
Payroll Taxes 3,458 4,498 4 632
Property Taxes 2,128 1,998 1,969
Totals 3 5586 $ 6497 % 8,601

O W W WM KRMNMNMKNMNNRAMORLRRLD 2D 3 2 3 Wb el a2 =
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Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule E-2
Notes To Financial Statements Page 1
Witness: Bourassa

Line

The Company does not conduct independent audits, reviews and/or compilations. Accordingly, there are no
notes which are typically associated with these financial statements. Management makes the following
notations to the finanical statements contained herein:

Significant Accounting Policies - The Company prepares its financial statements in accordance with
accounting principles generally accepted in the United States of America and the accounting records of the are
are maintained in accordance with the uniform system of accounts as prescribed by the National Association
of Regulatory Utility Commissioners (USQA 1996). Significant accounting policies are as follows:

Utility Plant - Property, plant and equipment is siated at cost less accumulated depreciation provided on a
straight-line basis.

Depreciation rates for asset classes of utility property, plant and equipment are established by the
Comniission. The cost of additions, including betterments and replacements of units of utility fixed assets are
charged to ulility property, plant and equipment. When units of utility property are replaced, renewed or
retired, their cost plus removal or disposal costs, less salvage proceeds, is charged {o accumulated
depreciation.

Revenue Recognition - Revenues are recognized on the accrual method. Under this method, revenue is
recoghized when eamed rather than when collected, and expenses are recognized when incurred rather than
when paid.

PO R ORI M) o3 4 i e 3 e 3 =
mm—acmmﬂmmhmw--‘O‘Dm""m”"'"‘m”“|p

24  Contributions in Aid of Construction - Contributions in aid of construction (CIAC) are nonrefundable contributions
25 by developers and customers for plant expansion. in addition, this amount includes the remaining balance, if any,
26  of advances in aid of construction at the end of the repayment period. The contributions in aid of construction are
27 being amortized at a rate equal to the rate allowed for depreciation, as a reduction of depreciation expense

28

2%  Advances in Aid of Construction - Customer advances for canstruction are subject to refund in accordance with
30 agreements approved by the Arizona Corporation Commission, Agreements provide for refunds which are typically
31  equal to 10 percent of annual water revenue generated from the expansion. The repayments are for a maximum

32  agreed upon peniod or until repaid in full. Any balance remaining at the end of the agreed-upon period for repayment
33 becomes a contribution in aid of canstruction.

34

35

36

37

38

39

B
«Q
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Projected Income Statements - Present & Proposed Rates

Exhibit
Schedule F-1
Page 1

Witness: Bourassa

At Present At Proposed
Rates Rates
Test Year Year Year
Actuai Ended Ended
Results 12/31/2014 12/31/2014
Revenues
Metered Water Revenues $ 350204 $ 823770 % 538,249
Unmetered Water Revenues - - -
Other Water Revenues 9,276 9,276 9276
3 368480 % 533,046 3 547 525
Operating Expenses
Salaries and Wages $ 45870 % 45670 % 45670
Salaries and Wages - Officers and Directors 1,564 1,564 1,664
Employee Pensions and Benefits - - -
Purchased Water 20,220 29,723 28,723
Purchased Power 2,365 2,365 2,365
Chemicals 37,689 37,989 37,989
Repairs and Maintenance 884 884 884
Dffice Supplies and Expense - - -
Contractual Services - Engineering 60,000 80,000 60,000
Contractual Services - Accounting 27,776 27,776 27,776
Contractuat Services - Legal 16,914 16,914 16,914
Contractual Services - Other 1,378 1,378 1,378
Contractual Services - Water Testing - - -
Rents - Equipment - - -
Transportation Expenses - - -
Insurance - Vehicle 11,438 11,438 11,438
Insurance - General Liabitity - - -
Insurance - Worker's Comp - - -
Regulatory Commission Expense - 5,000 5,000
Regulatory Commission Expense - Rate Case - - -
Bad Debt Expense 15,637 13,358 13,358
Miscellaneous Expense 23,977 - -
Depreciation Expense 297 605 132,265 132,265
Taxes Other Than Income 3,458 3,458 3,458
Property Taxes 2,128 26,568 26,809
Income Tax - - -
Total Operating Expenses 3 569,003 % 416350 $ 416,591
Operating Income $ (200,523) $ 116,695 $ 130,834
Other Income (Expense)
Interest Income 4,859 4,859 4 859
Other income - - -
Imterest Expense - - -
Other Expense - - -
GainfLoss Sale of Fixed Assets - - -
Total Other Income {Expense) 3 4,859 § 4850 § 4,860
Net Profit (Loss) % {195,664) § 1215564 % 135,793

SUPPORTING SCHEDULES:
CA1
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Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013

Projected Statements of Changes in Financial Position

Present and Proposed Rates

Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and Amortization
Depreciation Adjustments
Changes in Certain Assets and Liabilities:
Accounts Receivable
Unbilled Revenues
Materials and Supplies Inventory
Prepaid Expenses
Security Deposits
Notes Receivable
Accounts Payable
Intercompany payable
Customer Meter Deposits
Taxes Payable
Other assets and liabilities
Net Cash Flow provided by Operating Activities
Cash Flow From Investing Activities:
Capital Expenditures
Plant Held for Future Use
Changes in debt reserve fund
Net Cash Flows from Investing Activities
Cash Flow From Financing Activities
Change in Restricted Cash
Change in net amounts due to parent and affiliates
Net Receipt contributions in aid of construction
Net receipts of advances in aid of construction
Repayments of Long-Term Debt
Dividends Paid
Deferred Financing Costs
Paid in Capital
Net Cash Flows Provided by Financing Activities
Increase{decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

SUPPORTING SCHEDULES:
E-3

Exhibit

Schedule F-2
Page 1

Witness: Bourassa

At Present At Proposed
Rates Rates
Test Year Year Year
Ended Ended Ended
12/31/2013 12/31/2014 12/31/2014
$ (195,664) % 121,554 § 135,793
297,605 297,005 296,543
(11,313)
(9,524)
{210,185)
(418)
118,866
(6,068)
128
439
[ {16,134) % 418,559 % 432336
(20,822) {40,060} (40,0007
$ (20,822) $ {40,000) $ {40,000)
(46,707) (46,707) (46,707}
45 141 - .
$ {1,566) & (46,707) & (46,707)
(38,522) 331,882 345,629
41,559 3,037 3,037
3 3037 % 334,889 % 348,666




Red Rock Ultiities, LLC - Water Division
Test Year Ended December 31, 2013
Projected Construction Requirements

Account
Number Plant Assel:

am Organization Cost

302 Franchise Cost

303 Land and Land Rights

204  Structures and improvements
305  Collecting and Impounding Res.
306  Lake River and Qther Intakes
307  Welis and Springs

308  Infiltration Gaileries and Tunngls
309  Supply Mains

310 Power Generation Equipment
311 Electric Pumping Equipment
320  Water Treatment Equipment
320  Water Treatment Equipment
3201 Water Treatment Plant
320.2 Chemical Solution Feeders
330 Dist. Reservoirs & Standpipe
3301 Storage tanks
330.2 Pressure Tanks

333 Services

334 Meters

335  Hydrants

3368  Backflow Prevention Devices
338  Other Plant and Miscellaneous Equipment
340  Office Fumiture and Fixtures
341 Transportation Equipment
342 Stores Equipment

343  Toois and Woerk Equipment
344  Laboratory Equipment

345  Power Operated Equipment
346  Communications Equipment
347 Miscellaneous Equipment
348  Other Tangible Plant

Total

Test Year 2014
$ -
- 20,000
10,656 10,000
- 10,000
$ 10655 40,000

Exhibit

Schedule F-3
Page 1

Witness: Bourassa
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Red Rock Ultiities, LLC - Water Division Exhibit
Test Year Ended December 31, 2013 Schedule F-4

Assumptions Used in Rate Filing Page 1
Witness: Bourassa

Property Taxes were computed using the method used by the Arizona Department
of Revenue modified far ratemaking.

Projected construction expenditures are shown on Schedule A-4.

Expense adjustments are shown on Schedule C2, and are explained in the testimony.
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Red Rock Utilities, LLC
Docket No: WS-04245A-14-

August 4, 2014

WASTEWATER DIVISION
SCHEDULES
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Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Computation of Increase in Gross Revenue

Requirements As Adjusted

Fair Value Rate Base

Adjusted Operating Income
Current Rate of Return

Required Operating Income
Required Rate of Return
Operating Income Deficiency
Gross Revenue Conversion Factor

Increase in Gross Revenue
Requirement

Adjusted Test Year Revenues

Increase in Gross Revenue Revenue Reguirement
Proposed Revenue Requirement

% Increase

Customer
Classification

{Residential Commercial, Irrigation}
5/8x3/4 Inch Residential

5/8x3/4 Inch Commercial
2 Inch Commercial

Effluent
Revenuas From Projected Customer Growth
Subtotal

Miscelianeous Revenues
Reconciling Amount
Rounding

Total of Water Revenues

SUPPORTING SCHEDULES:
B-1
C-1
C-3
H-1

Exhibit
Schedule A-1
Page 1

Witness: Bourassa

5 936,312

(262,075)

-27.98%

$ 88,950

9.50%

3 351,024

1.01169

$ 356,955

% 477,549

$ 356,955

% 834,504

74.75%
Present Proposed Dollar Percent
Rates Rates Increase Increase
$ 26733 % 472383 % 205,047 76.70%
048 1675 727 78.70%
7,584 13,401 5,817 76.70%
12,224 12,224 - 0.00%
- 0.00%
189,600 335,023 145,423 76.70%
$ 477692 $ 834706 § 357,014 74.74%
- - - 0.00%
(143) {202} (59) 41.26%
- 0.00%
$ 477549 § 334,504 $ 356,955 74.75%




Red Rock Ultiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule A-2
Summary of Resulls of Operations Page 1
Withess: Bourassa

Projected Year

Test Year Present Proposed -

Line Prior Years Ended Actual Adjusted Rates Rates
No. _Description 12i31/2811 12/31/2012 1213172013 12/31/2013 1213112014 12/31/2014

1 Gross Revenues § 275832 § 275587 § 287049 § 477549 § 477549 3§ 834,504

2

3  Revenue Deductions and 1,142,332 1,137,937 1,084 562 739,624 739,624 745,554

4 Operating Expenses

5

6  Operating Income $ (866,701) % (862,350) $ (796613) § (262,075 $ (262,075 $ 88,950

7

8  Other Income and 2,266 1,976 4,859 4,859 4,859 4,859

9 Deductions

10

11 Interest Expense - - - - - -

12

13 Netincome $ (864435 % (860,374) 3 (791,754) $ (257,216} § (257,216} § 93,509
14

15 Earned Per Average

16 Common Share MA NA MNA NA NA MA

17

18 Dividends Per

19 Common Share NA NA NA NA NA NA

20

21 Payout Ratio - - - - - -

22

23 Return on Average

24 Invested Capital -8.13% -8.30% -7.85% -2.87% -2.90% 1.06%
25

26 Return on Year End

27 Capital -8.30% -8.35% -8.04% -2.87% -2.93% 1.07%
28

29 Return on Average

30 Membar's Equity -28.04% -32.60% -33.61% -10.16% -13.37% 4.47%
31

32 Return on Year End

33 Common Equity -33.00% -32.36% -38.58% -10.71% -14.33% 4.37%
34

35 Times Bond Interest Earned
36 Before Income Taxes - - - - - -

38 Times Total Interest and
39 Preferred Dividends Earned
40 After Income Taxes - - - - - -

46 SUPPORTING SCHEDULES
47 G-
48 E-2
49 F-1
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Red Rock Ultiities, LLC - Wastewater Division Exhibit

Test Year Ended December 31, 2013
Construction Expenditures
and Gross Utility Plant in Service

Prior Year Ended 12/31/2011
Prior Year Ended 12/31/2012
Test Year Ended 12/31/2013

Projected Year Ended 12/31/2014

SUPPORTING SCHEDULES:
B-2
E-5
F-3

Schedule A-4
Page 1
Witness: Bourassa
Net Plant Gross
Placed Utility
Construction in Plant
Expenditures Service in Service
841,417 841,417 12,215,061
10,525 10,525 12,225,586
36,969 36,569 12,262,555
10,000 10,000 12,272,555




Red Rock Ultiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule B-1
Summary of Rate Base Page 1
Witness: Bourassa

Line Original Cost Fair Value

No. Rate base Rate Base
1
2 Gross Wility Plant in Service $ 8,489,666 $ 8,489 666
3 Less: Accumuiated Depreciation 1,355,878 1,355,878
4
5 Net Utility Plant in Service $ 7,133,789 $ 7,133,789
6
7 Less:
8 Advances in Aid of Construction 5,674,841 5,674,841
9
10 Contributions in Aid of Construction 549,043 549,043
11
12 Accumulated Amortization of CIAC (26,408) (26,408}
13

i4 Customer Meter Deposits - -
15 Deferred Income Taxes & Credits - -

18
17
18
19 Plus;

20 Unamoriized Finance

21 Charges - -
22 Deferred Tax Assets - -
23 Allowance for Working Capital - -

26 Total Rate Base 3 936,312 b 936,312

41 SUPPORTING SCHEDULES:
42 B-2
43 B-3
44 B-5
45 E-1
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Red Rock Ultiities, LLC - Wastewater Division

Test Year Ended December 31, 2013

Original Cost Rate Base Proforma Adjustments

Gross Utility
Plant in Service

Less:
Accumulated
Depreciation

Net Utility Plant
in Service

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction - Gross

Accumulated Amortization of CIAC

Customer Meter Deposits
Accumttlated Deferred Income Tax

Plus:

Unamortized Finance
Charges

Prepayments

Materials and Supplies

Working capital

Total

SUPPORTING SCHEDULES:
B-2, pages 2
E-1

$

$

$

Actual
at
End of
Test Year

12,262,555

3,782,208

8,480,349

5674841

540,043

(123,535)

2,380,000

Proforma
Adiustment

(3,772,889)

(2,426,328)

97,127

Exhihit

Schedule B-2
Page 1

Witness: Bourassa

Adjusted
at end
of
Test Year

$ B,459,665

1,355,878

3 7133789

5,674,841

549,043

(26,408)

$ 936,312

RECAP SCHEDULES:
B-1
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Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Qriginal Cost Rate Base Proforma Adjusiments
Adjustment Number 1-A

Excess Capacity Adjustment

Plant Projected
Acct. Balance Excess Capacity
No. Description Endof TY as Percent
380 Treatment & Disposal Equipment 5,240,123 7%

TOTAL

Increase (decrease) in Plant-in-Service
Adjustment 1o Plant-in-Service

SUPPORTING SCHEDULES
Testimony

Excess
Capacity
Adjustment

$ 3,772,889

$ 3,772,689

$ (3.772,869)
$ (3.772,889)

Exhibit

Schedule B-2
Page 3.1
Witness: Bourassa
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Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2-A

XCe! iy Adiustmen
Computed Projected
AJD Balance Excess Excess
Acct. Before Capacity Capacity Capacity
No. Description Adjustment as Perceni Adjustment

380 Treatment & Disposal Equipment $ 1,911,112 72% ] 1,376,000

TOTAL 5 1,376,000
Increase {decrease) in Plant-in-Service $  {1,376,00Q)
Adjusiment to Plant-in-Service $ (1,376,000}

SUPPORTING SCHEDULES
B-2 pages 3.1

Exhibit

Schedule B-2
Page 4.1
Witness: Bourassa
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Line

Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Criginal Cost Rate Base Proforma Adjustments
Adjustment 3

Contributions-in-Aid of Canstruction (CIAC) and Accumulated Amortization

Exhibit

Schedule B-2
Page 5

Witness: Bourassa

Gross
CIAC
Computed balance at end of TY 3 549,043
Book balance at end of TY $ 549,043
Increase (decrease) 3 -
Adjustment to CIAC/AA CIAC $ -
Labe) s
SUPPORTING SCHEDULES
E-1
8-2, page 5.1

Accumulated
Amortization
$ 26,408
% 123,535
$ (97,127)
$ 97,127
3b
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Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Original Cost Rate Base Proforma Adjustments
Adjustment 3
Line

Reclassification of AIAC and CIAC

CIAC

AlAC

10
11
12
13
14
15
16
17
18 .
19  SUPPORTING SCHEDULES
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

Exhibit

Schedule B-2
Page 5

Witness: Bourassa
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Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Computation of Working Capital

Cash Working Capital {1/8 of Allowance

Exhibit

Schedule B-5
Page 1

Witness: Bourassa

Operation and Maintenance Expense) $ 51.482
Pumping Power (1/24 of Pumping Power) 4.088
Purchased Water (1/24 of Purchased Water} 111
Prepaid Expenses
Total Working Capital Allowance $ 585,691
Working Capital Requested 3 -

Adjusted Test Year
Total Operating Expense $ 739,624
Less:
Income Tax $ -
Property Tax 23,766
Depreciation 203,130
Purchased Water 2,672
Pumping Power 98,122
Allowable Expenses 3 411,934

1/8 of allowable expenses 3 51,492
SUPPORTING SCHEDULES: RECAP SCHEDULES:

E-1 B-1
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Red Rock Ultlities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule C-1
Income Statement Page 1
Witness: Bourassa
Test Year Test Year Proposed Adjusted
Baok Adjusted Rate with Rate
Resuits Adjusiment Results Increase Increase
Revenues
Metered Water Revenues $ 275731 5 189600 % 465331 § 356,955 § 822,286
Unmetered Water Revenues 12,218 - 12,218 12,218
Other Water Revenues - - - -
$ 287949 $ 130,600 & 477,549 $ 356,955 § 834,504
Operating Expenses
Salaries and Wages $ 15,223 - $ 15,223 $ 15,223
Employee Pensions and Benefits 930 - 930 930
Sludge Remaval 7,538 - 7.538 7.538
Purchased Water 2,672 - 2,672 2,672
Purchased Power 59,605 38,517 93,122 98,122
Chemicals - - - -
Repairs and Maintenance 30,231 - 30,231 30,23
Office Supplies and Expense 3,283 - 3.283 3,283
Contractual Services - Engineering - . - -
Contractual Services - Accounting 56,000 - 56,000 56,000
Contractual Sarvices - Legal 32,485 - 32,485 32,485 -
Contractual Services - Other 220,686 - 220,686 220,686
Contractual Services - Waler Testing 13,797 - 13,797 13,797
Rents - Equipment - - - -
Transportation Expenses - - - -
Insurance - Vehicle - - - -
insurance - General Liability 11,902 - 11,902 11,902
Insurance - Worker's Comp - - - -
Requlatory Commission Expense - - N -
Regulatory Commission Expense - Rate Ca - 5,000 5,000 5,000
Bad Debt Expense - - - -
Miscellaneous Expense 11,744 - 11,744 11,744
Sales Tax Expense - - - -
Depreciation Expense 584,152 {381,022) 203,130 203,130
Taxes Other Than Income 3,115 - 3,115 - 3,115
Property Taxes 31,199 {7,433} 23,766 5,930 29,696
Income Tax - - -
Total Operating Expenses $ 1,084,562 $ (344,938) § 739,624 § 5930 § 745554
Cperating Income $ {795,613 $ 534538 % {262.075) 351,024 % 88,950
Other Income (Expense)
interest Income 4,859 - 4,859 4,859
Other income - - - -
Inferest Expense - - - -
Cther Expense - - ~ -
Total Other Income [Expense) 3 4,859 5 - % 46859 % - 3 4,859
Net Profit (Loss) $ (791,754) $ 534538 3 (257,216} % 351,024 § 93,809
SUPPORTING SCHEDULES: RECAF SCHEDULES:
C-1, page 2 A-1
E-2
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Revenues
Expenses

Operating
Income

Interest
Expense

Other
Income /
Expense

Net Income

Revenues
Expenses

Cperating
Income

Interest
Expense

Other
Income /
Expense

Net income

Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Adjustments to Revenues and Expenses

Adjustments to Revenues and Expenses

Exhibit

Schedule C-2
Page 1

Witness: Bourassa

1 2 3 4 -} )
Annualized Reverse Intentionally
Property Rate Revenues Revenus Left
Depreciation Taxes Case Expense  Projected Growth Accrual Biank Suptotal
189,600 - 189,600
(381,022) (7,433} 5,000 - - (383,455)
381,022 7,433 {5,000} 189,600 - - 573,055
381,022 7433 (5,000) 189,600 - - 573,055
Adjustments to Revenues and Expenses
.1 8 9 10 n 12
Intentionally intentionally Intentionally Intentionally Intentionally Intentionally
Left Left Left Left Left Left
Blank Blank Blank Blank Blank Elank Subtotal
189,600
. {383,455)
- - - - - - 573,055
- - - - - - 573,055




Line
No.
1
2 Adjusted Fully
3 Acct Original Deprf Depreciable Proposed Depreciation
4 No. Description Cost Non-Depr Cost Rates Expense
5 351 Crganization 11,883 (11,983) - 0.00% -
6 352  Franchise 59,751 (59,751} - 0.00% -
7 353 Land 6,538 {6,538) - 0.00% -
8 354 Structures & Improvements 14,298 14,298 3.33% 476
9 355  Power Generaticn - - 5.00% -
10 360 Collection Sewer Forcad - - 2.00% -
11 361  Collection Sewers Gravity 5,878,394 5,978,394 2.00% 119,568
12 362 Special Collecting Structures - - 2.00% -
13 383  Customner Services - - 2.00% -
14 364  Flow Measuring Devices - - 14.00% -
15 366 Reuse Services 26,931 26,931 2.00% 539
16 367 Reuse Meters And Instaliation - - 8.33% -
17 370 Receiving Wells - - 3.33% -
18 371 Pumping Equipment - - 12.50% -
18 374 Reuse Distribution Resarvoirs 280,411 280,411 2.50% 7,10
20 375 Reuse Trans. and Dist. System 625.073 625,073 2.50% 15,827
21 380 Treatment & Disposal Equipment 1,467,234 1,467,234 5.00% 73,362
22 381 Plant Sewers - - 5.00% -
23 382  OQutfall Sewer Lines - 3.33% -
24 389 Other Sewer Plant & Equipment - - 6.67% -
25 390  Ofiice Fumiture & Equipment 10,039 10,039 6.67% 670
26 380.1 Computers and Software - - 20.00% -
27 391  Transportation Equipment 8,224 (8,224) - 20.00% -
28 392  Stores Equipment - - 4.00% -
29 393  Tools, Shop And Garage Equip - - 5.00% -
30 394 Laboratory Equip 790 7890 10.00% 79
3 396  Communication Equip - - 10.00% -
32 388 Other Tangible Plant - - 10.00% -
33 - -
34 - -
35 - -
36 -
37 - -
38 TOTALS 8,489,666 3 (86,496) § 8,403,170 $ 217,330
39
40 Grass CIAC Amort, Rate
41 Less: Amortization of Contributions % 549,043 2.5863% 3 (14,200}
42  Total Depreciation Expense 5 203,130
43
44  Adjusted Test Year Depreciation Expense 584,152
45
46 Increase (decrease) in Depreciation Expense !381,022!
47
48  Adjustment to Revenues and/or Expenses $ 381,022)
49

Red Rock Ultiities, LLC - Wastewater Pivision Exhibit
Test Year Ended December 31, 2013 Schedule C-2
Adjustments to Revenues and Expenses Page 2

Adjustmeant Number 1

Depreciation Expense

Witness: Bourassa

50 SUPPORTING SCHEDULE
51 B-2, page 3
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Red Rock Ultiities, 1.1.C - Wastewater Division
Test Year Ended December 31, 2013
Adjustment to Revenues and Expenses
Adjustment Number 3

Rate Case Expense

Estimated Rate Case Expense
Estimated Amgortization Period in Years
Annual Rate Case Expense

Test Year Rate Case Expense
Increase{decrease) Rate Case Expense

Adjustment to Revenue and/or Expense

Exhibit

Schedule C-2
Page 4

Witness: Bourassa

25,000
5

5,000

5,000

5,000




Red Rock Ultiities, LLC - Wastewater Division Exhibit

Test Year Ended December 31, 2013 Schedule C-2
Adjustment to Revenues and Expenses Page &
Adjustment Number 4 Witness: Bourassa

Additional Revenues/Expense from Projected Customer Growth

Line

Projected Additional Revenues

REFERENCE
Testimony

No.

1

2 Projected additional number of customers over next 5 years 400
3 Average 5/8x3/4 inch residential monthly bill during test year (H-2, page 1) 3 39.50
4  Additional monthly revenues $ 15,800

5  Number of months 12
6 Additional projected annual revenues 189,600

7

& Total additional annual revenues 3 189,600
9

10 Increase{decrease) in Metered Revenues 3 189,600
11

12 Adjustment to Revenue and/or Expense 3 189,600
13

14 Projected Additional Purchased Power Expense

15 Test year purchased power expense $ 59,805
16 Gallons sold (in 1000's} 24 435
17 Cost per 1,000 gaflons $ 2.4393
18

18 Projected additional number of customers over next 5 years 400
20 Average gallons treated per month 3.290
21 Additional gallons treated 1,316
22  Cost per 1,000 gallons $ 2.4393
23 Additional monthly pumping power expense $ 3,210
24 Number of months 12
25 Additional projected annual pumping power expense % 38,517
28

27 Increase{decrease) in Purchased Power Expense $ 38,517
28

29 Adjustment to Revenue andfor Expense $ 38,517
30

31

32

33
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Red Rock Ultiities, LLC - Wastewater Division Exhibit

Test Year Ended December 31, 2013 Schedule C-2
Adjustment io Revenues and Expenses Page 3
Adjustment Number 2 Witness: Bourass:

Property Taxes

Test Year Company

. DESCRIPTION as adjusted Recommended
Company Adjusted Test Year Revenues - 2007 3 477,549 477,549
Weight Factor 2 2
Subtotal (Line 1 * Ling 2) 955,088 955,098
Company Recommended Revenue 477,549 834,504
Subtotal (Line 4 + Line 5) 1,432 647 1,789,602
Number of Years 3 3
Three Year Average (Line 5/ Line 6} 477 549 596,534
Department of Revenue Mutilplier 2 2
Revenue Base Value (Line 7 * Line 8) 955,008 1,193,068
Plus: 10% of CWIF - 2010 - -
Less: Net Book Value of Licensed Vehicles 1,411 1,411
Full Cash Valug {Line 8 + Line 10 - Line 11) 953,687 1,191,656
Assessment Ratio 18.0% 18.0%
Assessment Value (Line 12 * Line 13) 171,664 214,498
Composite Property Tax Rate - Obtained from ADOR 13.8445% 13.8445%
Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $ 23,766 $ 29,696
Tax on Parcels - -
Total Property Taxes (Ling 16 + Line 17) ] 23,766
Test Year Property Taxes $ 31,199
Adjusiment to Test Year Property Taxes (Line 18 - Line 19) -_—15 !7,433!
Property Tax on Company Recommendead Revenue (Ling 16 + Line 17) 3 29,696
Company Test Year Adjusted Property Tax Expense (Line 18} 3 23,766
Increase in Property Tax Due to Increase in Revenue Requirement 3 5,930
Increase in Property Tax Due to Increase in Revenug Requirement (Line 24) $ 5,930
Increase in Revenue Reguirement $ 356,955
Increase in Property Tax Per Dollar Increase in Revenue (Line 26 / Line 27) 1.66134%




Red Rock Ultiities, LLC - Wastewater Division Exhibit

Test Year Ended December 31, 2013 Schedule C-2
Adjustment to Revenues and Expenses Page 8
Adjustment Number 7 Witness: Bourassa

Interest Synchronization

Line

Fair Vaiue Rate Base $ 936,312
Weighted Cost of Debt 0.00%
Interest Expense $ -
Test Year Interest Expense B -

Increase (decrease) in Interest Expense -

Adjustment to Revenue and/or Expense $ -

Weighted Cost of Debt Computation

s =
NN sIacEondvovoarwn g

Weighted
Amount Percent Cost Cost
Debt $ - 0.00% 0.00% 0.00%
Eguity k3 4,378,460 100.00% 9.50% 9.50%
Total % 4,378,460 100.00% 9.50%
24
25
26
27
28
29

w
o




Exhibit

Schedule C-2
Page 9 -
Witness: Bourassa

Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Adjustment to Revenues and/or Expenses
Adjustment Number 8

Line

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
3
3z
33
34
35
36
37
38
38
40
41
42
43

44

Income Tax Computation

Test Year Adjusted
Adjusted with Rate
Resuilts Increase

Revenue 3 477,549 $ 834 504
Operating Expenses Excluding Income Taxes 715,858 715,858
Synchronized Interest - -
income Before Taxes $  (238,309) $ 118,646
Arizona Income Before Taxes 5 (238,309) % 118 646
Less: Effective Arizona Income Tax $ - $ -
Rate = 0.0000% '
Artzona Taxable Income $  (238,309) $ 118,646
Arizona Income Taxes $ - $ -
Federal income Before Taxes $ (238,309 $ 118,646
Less Arizona Income Taxes $ - $ -
Federal Taxable Income $ (238,309) $ 118,646
FEDERAL INCOME TAXES:
Effective Federal Tax Rate = 0.0000% 5 - ¥ -
Federal Income Taxes $ - $ -
Total Income Tax $ - $ .
Overall Tax Rate 0.00% 0.00%
Income Tax ] - 5 -
Test Year Income tax Expense 31,199 -
Adjustment to Income Tax Expense E] (31,199) $ -

! See work papersitestimony




Red Rock Ultiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule C-3
Computation of Gross Revenue Conversion Factor Page 1
Witness: Bourassa

Percentage
of
Incremental
Line Gross
No. _Description Revenues
Combined Federal and State Effective Income Tax Rate 0.000%

Property Taxes 1.661%

Total Tax Percentage 1.661%

Operating Income % = 100% - Tax Percentage 98.339%

1 = Gross Revenue Conversion Factor
Operating Income % 1.0169

FI PRI A RO =% -3 md ol ok —b — % 2
DM A S DDA RO A AWM=

i
oo

25 SUPPORTING SCHEDULES: RECAP SCHEDULES:
26 G-3,page?2 A

27

28

29

30

Ky

32

33

35
36
- 37
38
39
40




Red Rack Uiltiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule C-3
Page 2
Witness: Bouragsa
GROSS REVENUE CONVERSION FACTOR

Line &) (B) c) D) [E] IFl
Ko, Descripiion
Calcutal fon Factor,
1  Revenue 100.0000%
2 Uncollacible Factar (Line 11) 0.0000%
3 Revenues (L1-L2} 100.0000%
4 Combined Federal and State Income Tax and Properly Tax Rale (Line 23) 1.6613%
5 Subiolal (L3 -L4) 99.3387%
& Revenue Corversion Factor {L1/L5) 1.016854
Lalculstion af Uncofectble Factor:
7 Unity 100.0000%
8 Combined Federal and State Tax Rate {Line 17) 0.0008%
9 One Minus Combined Income Tax Rate (L7 - L3 ) 100.0000%
10 Uncollectible Rale 0.0000%
11 Uncollectible Fattor (L9~ 110) 0.0000%
Caiculation of Effecive Tax Rata:
12 Operaiing Icome Bafore Taxes (Arizona Taxable Income)} 100.0000%
13 Anzona Staie Income Tax Rale 0.0000%
14 Federal Taxable Income (L12 - L13) 100.0900%
15 Applicable Federal income Tax Rale (Line 44) 0.0000%
16 Effective Federal Income Tax Rate (L14 x L15) 0.00C0%
17 Combined Federal and Siate Income Tax Rale (L13 +L16) 0.0000%
Calcuiation of Effective Propery Tax Factor
18 Undy 100.9000%
18  Combined Federal and Siate Income Tax Rate (L17} 0.0000%
20 One Minus Combined Income Tax Rate (L18-L19} 100.0000%
21 Praperty Tax Facior 1.6613%
22 Effective Property Tax Factor (L20°L21) 1.6613%
23 Combined Faderal and State Income Tax and Property Tax Rate (L17+L22) 1.6613%

24 Required Qperaling Income 88 950
25 AdjustedTest Year Operating Income (Loss) {262,078)
26 PRequired Increasae in Operating Income (L24 - L25) $ 351024

& &

27 Income Taxes on Recammended Revenue {Col. {F), L52)
28 Income Taxas on Test Year Revenue (Col. [C), L52}
29 Required Increase in Revenusg 1o Provide for income Taxes (L27 - L28) $ -

Cy
'

30 Recommended Revenue Requirement $ §34,504
31 Uncolleciible Rate (Line 10} 0.0000%
32 Uncolleciible Expense on Recommended Revenue {L24 * | 25)
33 Adjusied Test Year Uncollectinle Expense

34 Required Increase in Revenua 1o Provide for Uncoliectible Exp. % -

e

35 Praperty Tax with Recommended Revenue 26,696
36 Property Tax on Tast Year Revanue 23,768
37 Increase in Property Tax Due io tncrease in Revenue {L35-L36) $ 5,930

o i

38 Total Required Increase in Revenue {L26 + L29 + L37) E 356,955

(&) (B} (€} D) [E] [F]
Test Year Compary Recommended

Total 1 Tolal

Cafculafion of Jncome Tax; Red Rock Utiities, LLC - Wastewaler Division Red Rock Ultilties, LLC - Wasiewader Division
39 Revenue 477,549 | § 477,549 34,504 | § 834,504
40  Operating Expanses Excluding Income Taxes 715,858 715,858 715,858 | § 715,858
41 Synchronized Imerest {L47) - - - 3 -
42  Anzana Taxable income (L30 - L31 - L32) (238,209) (238,309) - 118,647 | § 118647 | § -
43  Arizona State EReclive incame Tax Rate {see wark papers) 0.0000% 0.0000% 0.0000% 0.0000% 0.0000% 0.0000%
44 Arizana income Tax (L33 x L34} - - - -
45 Federal Taxable Income (L33 - L35) (238,209)| (238,304) 116,647 119,647
46 Effective Tax Rale (see work papers) 1.0000% 0.0000% 0.0000% 0.0000%
47 Federal Income Tax - 5 - - k3 -
48
49
S0
51 Tolai Federal income Tax
52 Combined Federal 2nd State Incame Tax (L35 + £42)
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53 COMBINED Applicabls Federal Incame Tax Rate [Col [D], LS1 - Gal. [A], L51)/ [Col. [0, L45 - Col. [A], L45) £.0000%
&4 WATER Applicable Federal Income Tax Rate [Col. [E], LS1 - Col. [B], L51]/ [Col {E], L45 - Cad. [E], L45} 0.0000%
55

Caiculation of Interest Synchropization:
56 Rate Base % 936,312 -
57 Weighied Average Cosi of Debt 0.0000% 0.0000%
58 Eynchrenized Inferest {L45 X L46) % - 3 -

"%
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Red Rock Ultiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule D-3-

Cost of Preferred Stock Page 1
Witness: Bourassa

Line
End of Test Year End of Projected Year
Description Shares Dividend Shares Dividend
of Issue Outstanding Amount Requirement Outstanding Amount Requirement

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR QUTSTANDING

SUPPORTING SCHEDULES: RECAP SCHEDULES:
E-1 D-1
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Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Cost of Common Equity

The Company is proposing a cost of common equity of

SUPPORTING SCHEDULES:
E-1
Testimony

Exhibit

Schedule D-4
Page 1

Witness: Bourassa

9.50% .

RECAP SCHEDULES:

-1




Red Rock Ultilties, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule E-1
Comparative Balance Sheets Page 1
Witness: Bourassa

Test
Year Year Year
Line Ended Ended Ended
No. 12/31/2013 1243142012 12/3142011
1 ASSETS
2 Plant In Service 3 12,262,555 % 12,225 586 $ 12,215,061
3 Non-Ultility Plant - - -
4 Consiruction Work in Progress - - -
5 Less: Accumulated Depreciation (3,782,206) {3,170,601) (2,560,184)
6 Net Plant [ 8,480,349 3 9,054 985 $ 9,654,877
7
8 Debt Reserve Fund 3 - $ - 5 -
9
10 3 - $ - $ -
11
12 CURRENT ASSETS
13 Cash and Equivalents 3 7.268 & 8,636 $ 141,352
14 Restricted Cash 857,879 857,872 442 487
15 Accountis Receivable, Net 16,181 12,109 30,957
16 Inter-Division Receivable 492 077 373,211 143,210
17 Notes Receivable - - -
18 Materials and Supplies - - -
19 Prepayments - - -
20 Other Current Assets - 1,473 1,473
21 Total Current Assets $ 1,373,405 $ 1,253,301 $ 759479
22
23 Unamaortized Debt Discount
24 QOiher Deferred Debits
25 Deferred Debiis $ - 3 - $ -
26
27 Other Investmenis & Special Funds $ - $ - 3 -
28
28 TOTAL ASSETS 3 9653754 3 10,308,286 $ 10,414 356
an
3
32 LIABILITIES AND STOCKHOLDERS' EQUITY
33
34 Member Equity $ 2,052 396 3 2,658,151 $ 2619525
35
36 Long-Term Debt $ - $ - E) -
37
38 CURRENT LIABILITIES
39  Accounts Payable $ . $ - ] -
40 Current Partion of Long-Term Dabt - - -
41 Payables to Associated Companies 1,685,351 1,475,166 1,565,665
42 Securily Deposits - - -
43 Customer Meter Deposits, Current - - -
44 Accrued Taxes 16,428 14,772 12,662
45 Accrued Interest - - -
48 Other Current Liabilities (770) {113) -
47 Total Current Liabilities 5 1,701,009 $ 1,489 825 $ 1,578,327
48 DEFERRED CREDITS
49 Customer Meter Deposits, less current 5 - 5 - 5 -
50 Advances in Aid of Construction 5,674,841 5,706,349 5,736,092
51 Accumulated Deferred Income Taxes - ) - -
52 Contributions In Aid of Construction 549,043 549,043 549,043
53 Accumulated Amortization (123,535) (96,082) {68,631)
54 Total Deferred Credits $ 5,100,349 3 6,158,310 $ 6,216,504
55
56 Total Liabilities & Common Equity $ 9,853,754 & 10,308,286 $ 10,414,356
57
58
59
€0 SUPPORTING SCHEDULES: RECAP SCHEDULES:
61 A-3




Red Rock Ultiities, LLC - Wastewater Division

Test Year Ended December 31, 2013
Comparative Income Statements

Revenues
Flat Rate Revenue
Reclaimed Water Revenues
Other Water Revenues

Total Revenues

Operating Expenses
Salaries and Wages
Employee Pensions and Benefits
Sludge Removal
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services - Mgmnt Fee
Contractual Services - Legal & Accounting
Contractual Services - Other
Contractual Services - Lab/Testing
Rents
Transportation Expenses
Insurance - Vehicle
Insurance - General Liability
Insurance - Worker's Comp
Regulatory Commission Expense

Regulatery Commission Expense - Rate Case

Bad Debt Expense
Miscellangous Expense
Sales Tax Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax
Total Operating Expenses
Operating Income
Other Income (Expense)
Interest Income
QOther Income
Interest Expense
Cther Expense
Gain {loss) on Disposal of Equip
Total Cther Income (Expense)
Net Profit (Loss)

SUPPORTING SCHEDULES:

Exhibit

Schedule E-2
Page 1

Witness: Bourassa

Test Prior Prior

Year Year Year

Ended Ended Ended
12/31/2013 12/31/2012 12/31/2011
$ 275731 % 255172 § 249,063
12,218 14,977 26,569

- 5,438 -
% 287949 § 275587 § 275,632
$ 15223 % 19229 § 19,590
930 4,980 4,547
7,538 7,603 10,787
2,672 460 9,129
59,605 57,827 58,137
30,231 71,228 57,544
3,283 3,515 3,658
56,000 56,000 46,000
32,485 47 825 31,345
220,686 205767 231,140
13,797 20,596 24 677
11,902 13,686 4,793
11,744 21,292 32,351
584,152 582,965 581,828
3,115 (4,580) 1,484
31,199 29,544 25,323
$ 1084562 $ 1137937 $ 1,142,333
$ (796613} $ (862350) $ (866,701)
4859 1,978 2,266
% 4850 § 1,976 % 2,266
$  (791,754) § (860,374) § (864.435)

RECAP SCHEDULES:

A-2
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39
40
41
42

Acct,
No.

351
352
353
364
355
360
361
362
363
364
366
367
370
371.0
374.0
375
380.0
381.0
382
389
320
380.1
391
392
393
394
396
308

Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Detail of Plant in Service

Plant Description

Organization

Franchise

Land

Structures & Improvements
Power Generation

Coltection Sewer Forced
Collection Sewers Gravity
Special Collecting Struciures
Customer Services

Flow Measuring Devices
Reuse Services

Reuse Meters And Installation
Receiving Wells

Pumping Equipment

Reuse Distribution Reservoirs
Reuse Trans. and Dist. System
Treatment & Disposal Equipment
Plant Sewers

Outfalt Sewer Lines

Other Sewer Plant & Egquipment
Office Furniture & Equipment
Computers and Software
Transportation Equipment
Stores Equipment

Tools, Shop And Garage Equip
Laboratory Equip
Communication Equip

Other Tangible Plant

TOTAL WATER PLANT

SUPPORTING SCHEDULES

Exhibit
Schedule E-5
Page 1
Witness: Bourassa
Plant
Additions,
Plant Reclass- Plant
Balance ications or Balance
at or at
12/31/2012 Retirements  12/31/2013
$ 11,983 & - $ 11,983
59,751 - 58,751
5,538 - 6,538
14,298 - 14,298
5,978,394 - 5,978,394
26,931 - 26,931
280,411 - 280,411
625,073 - 625,073
5,203,165 36,968 5,240,123
10,039 - 10,039
8,224 - 8224
790 - 790

$ 12225687 $ 36,968 $12,262,555

RECAP SCHEDULES:
A-4
E-1
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Red Rock Ultiities, LLC - Wastewater Division Exhibit

Test Year Ended December 31, 2013

Operating Statistics

WASTEWATER STATISTICS:

Total Galtons Treated (in Thousands)

Wastewater Revenues from Customers:

Year End Number of Customers

Annual Gallons {in Thousands)
Treated Pear Year End Customer

Annual Revenue per Year End Customer

Pumping Cost Per 1,000 Gallons
Purchased Water Cost per 1,000 Gallons

Schedule E-7
Page 1
Withass: Bouras

Test Prior Prior
Year Year Year
Ended Ended Ended
12/31/2013 1213112012 12/31/2011
24,435 22,883 22,176

3 275731 $ 255172 § 249,063
619 583 525
38 39 42

$ 44545 § 43769 § 474 41

24393 § 2.5161 26218

®§ 5




Red Rock Ultiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule E-8
Taxes Charged to Operations Page 1
Witness: Bourassa

Test Prior Prior

Year Year Year

Line Ended Ended Ended
12/31/2013 12/31/2012  12/31/2011

Description

State Income Taxes $ - % - % -

Federal Income Taxes - - -
Payroll Taxes 3,115 (4,580) 1,484
Property Taxes 31,199 29,544 25,323
Totals $ 34314 § 24964 $ 263807
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Red Rock Ultiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule E-9
Notes To Financial Statemenis Page 1
Witness: Bourassa

The Company does not conduct independent audits, reviews and/or compilations. Accordingly, there are no
notes which are typically associated with these financial statements. Management makes the following
notations to the finanical statements contained herein:

Significant Accounting Policies - The Company prepares its financial statements in accordance with
accounting principles generally accepted in the United States of America and the accounting records of the are
are maintained in accordance with the uniform system of accounts as prescribed by the National Association
of Regulatary Utility Commissioners {LISOA 1996). Significant accounting policies are as follows:

Utility Plant - Property, plant and equipment is stated at cost less accumulated depreciation provided on a
straight-line basis.

Depreciation raies for asset classes of utility property, plant and equipment are established by the
Commission. The cost of additions, including betterments and replacements of units of utility fixed assets are
charged to utility property, plant and equipment. YWhen units of utility property are replaced, renewed or
retired, their cost plus removal or disposal costs, less salvage procesds, is charged to accumulated
depreciation.

Revenue Recognition - Revenues are recognized on the accrual method. Under this method, revenue is
recognized when eamed rather than when collected, and expenses are recognized when incurred rather than
when paid.

Contributions in Aid of Construction - Contributions in aid of construction (CIAC) are ngnrefundable contributions
by developers and customers for plant expansion. In addition, this amount includes the remaining balance, if any,

of advances in aid of construction at the end of the repayment period. The contributions in aid of construction are
being amortized at a rate equal to the rate allowed for depreciation, as a reduction of depreciation expense

Advances in Aid of Construction - Customer advances for construction are subject to refund in accordance with
agreements approved by the Arizona Corporation Commission. Agreements provide for refunds which are typically
equal to 10 percent of annual water revenue generated from the expansion. The repayments are for a maximum
agreed upon period or until repaid in full. Any balance remaining at the end of the agreed-upon penod for repayment
becomes a contribution in aid of construction.




Red Rock Ultiities, LI.C - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule F-1
Projected Income Statements - Present & Proposed Rates Page 1
Witness: Bourassa

At Present At Proposed

Rates Rates
Test Year Year Year
Line Actual Ended Ended
Na. Results 12/31/2014 12/31/2014
1 Revenues
2 Metered Water Revenues £ 275731 § 465,331 & 822,286
3 Unmetered Water Revenues 12,218 12,218 12,218
4 Other Water Revenues - - -
5 ) 287,949 & 477549 § 834,504
6 Operating Expenses
7 Salaries and Wages 5 15,223 % 15223 15,223
8 Employee Pensions and Benefits 830 930 930
9 Sludge Removal 7,538 7,538 7.538
10 Purchased Water 2672 2672 2,672
11 Purchased Power 59,600 98,122 98,122
12 Chemicals - - -
13 Repairs and Maintenance 30,231 30,231 30,231
14 Office Supplies and Expense 3,283 3.283 3,283
15 Contractual Services - Engineering - - -
16 Contractual Services - Management 56,000 56,000 56,000
17 Contractual Services - Legal 32,485 32,485 32,485
18 Contractual Services - Other 220,686 220,686 220,686
19 Contr. Services - Water Testing 13,797 13,797 13,797
20 Rents - Equipment - - -
21 Transportation Expenses - - -
22 insurance - Vehicle - - -
23 insurance - General Liability 11,202 11,902 11,902

24 Insurance - Worker's Comp - - -
25 Regulatory Commission Expense - - -
26 Regulatory Commission Expense - Rate Case - 5,000 5,000
27 Bad Debt Expense - - -
28 Miscellaneous Expense 11,744 11,744 11,744
29 Sales Tax Expense - - -
30 Depreciation Expense 584,152 203,130 203,130
Y Taxes Other Than Income 3,115 3115 3,115
32 Property Taxes 31,199 23,766 29,696
33 Income Tax - - -
34 —

35 Total Operating Expenses $ 1084562 $ 730624 § 745,554
36 Operating income $ {796,613) $ (262,075} $ 88,950
37  Other Income (Expense)

38 Interest iIncome 4,859 4,859 4 859
39 " Cther income - - -
40 Interest Expense - - -
41 Other Expense - - -
42 Gain/Loss Sale of Fixed Assets - - -
43  Total Other Income (Expense} 3 4859 3 485 § 4,859
44  Net Profit (Loss) 3 (791,754) § (257,218) § 93,809
45

46

47 SUPPORTING SCHEDULES:

48 C41

49

50

[#1]
'y




,__
o O AN PRONBR RIS R R R = - 2 L -k = —.
EﬁmgﬁM—somm-|mm.h-o:m—-o«om«ammhmm—-omm‘*‘m“‘*‘m”-‘kg

U\-h-h-hg-h-h&-h bW oLy W
O o oo~ bW =00~

Red Rock Ultiities, LLC - Wastewater Division
Test Year Ended December 31, 2013
Projected Statements of Changes in Financial Position
Present and Proposed Rates

Cash Flows from QOperating Activities
Net Income
Adjustments to reconcile net income to net cash
provided by operating aclivities:
Depreciation and Amortization
Depreciation Adjustments
Changes in Certain Assets and Liabilities:
Accounts Receivable
Unbilted Revenues
Materials and Supplies Inventory
Prepaid Expenses
Deferred Charges
Notes Receivable
Accounts Payable
intercompany payable
Customer Meter Deposits
Taxes Payable
Other assets and liabilities

Exhibit

Schedule F-2
Page 1

Witness: Bourassa

Net Cash Flow provided by Operating Activities

Cash Flow From Investing Activities:
Capital Expenditures
Plant Held for Future Use
Changes in debt reserve fund

Net Cash Flows from Investing Activities

Cash Flow From Financing Activities
Change in Restricted Cash
Change in net amounis due to parent and affiliates
Net Receipt contributions in aid of construction
Net receipts of advances in aid of construction
Repayments of Long-Term Debt
Dividends Paid
Deferred Financing Costs
Paid in Capital

Net Cash Flows Provided by Financing Activities

Increase{decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

At Present At Proposed
Rates Rates
Test Year Year Year
Ended Ended Ended
1213142013 12/31/2014 12/31/2014
$ {791,754) § (257,216) % 93,809
584,152 - -
(4,072}
{7
{118,8686)
1,656
210,185
816
$ {(117.890) § (257,218) & 93,800
{36,969) (10,000) {10,000)
$ (36,969} % (10,000} % {10,000)
{31,508) {31,508) (31,508}
184,599 - -
3 153491 $ {31,508) $§ {31,508)
(1,368) (208,724} 52,301
8,636 7,268 7,268
$ 7268 § {291,456) % 59 569

SUPPORTING SCHEDULES:
E-3




Red Rock Ultiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule F-3
Projected Construction Requirements Page 1
Witness: Bourassa

Line

No.
1
2 Account
3 Number Plant Asset: Test Year 2014
4 351  Qrganization $ -
5 352  Franchise -
6 353  Land -
7 354  Structures & Improvements -
8 355  Power Generation -
9 380  Coliection Sewer Forced -
10 381 Collection Sewers Gravity -
11 362  Special Coliecting Structures -
12 363  Customer Services -
13 364  Flow Measuring Devices -
14 366 Reuse Services -
15 367 Reuse Meters And Installation -
16 370  Receiving Wells -
17 371 Pumping Equipment - 10,000
18 374 Reuse Distribution Reservoirs -
19 375  Reuse Trans. and Dist. System -
20 380  Treatment & Disposal Equipment 36,9658
21 381 Plant Sewers -
22 382  OQuffall Sewer Lines -
23 389  Other Sewer Plant & Equipment -
24 390  Office Furniture & Equipment -
25 3301 Computers and Software -
26 391 Transportation Equipment -
27 392  Stores Equipment -
28 393  Tools, Shop And Garage Equip -
29 384 Laboratory Equip -
30 396  Communication Equip -
31 398  Other Tangible Plant -
32
33
34
35
36 -
37 Total $ 36,958 $ 40,000
38
39




Line
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Red Rock Ultiities, LLC - Wastewater Division Exhibit
Test Year Ended December 31, 2013 Schedule F-4
Assumptions Used in Rate Filing Page 1
Witness: Bourassa

Property Taxes were computed using the method used by the Arizona Department
of Revenue modified for ratemaking.

Projected construction expenditures are shown on Schedule A-4.

Expense adjustments are shown on Schedule C2, and are explained in the testimony.
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Red Rock Utilities, LLC - Wastewater Division Exhibit
Changes in Representative Rate Schedules Schedule H-3

Test Year Ended December 31, 2013 Page 2
Witness: Bourassa

Line Present Proposed

No. Other Service Charges Rates Rates
Establishment (collected only if customer sewer only) $ 1500 § 15.00
Re-establishment (winthin 12 months) * *
Reconnection (Delinquent) 3 3000 % 30.00
Minimum Deposit * *
NSF Check $ 2500 % 25.00
Late Payment Penalty (per month} 1.50% 1.50%
Deferred Payment Finance Charge 1.50% 1.60%

Service Calis - Per Hour/After Hours(a) $ 50.00 % 50.00

* Per Commission Rule A A.C. R-14-2-603(B)
* Par Commission Rule A.A.C. R14-2-603(D) - Months off the system times the monthly minimum.

;:aa;;;:awmwmmhmm—ul

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
19 ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
20 TAX. PER COMMISSION RULE 14-2-808D(5).

21

22

23

24

25

26

27

28

29

30




08'69 $

05'6¢ $

BSSEINOQ SSUNA
L obey
H SINp3YIS
1qiyx3

%0.L 94 og0e $ 0869 $ 056t $ -
abesn ueipai

%0L 9L oeog ¢ 08’69 $ 05'6g 3 -
abes) abesany

JLUNLUIA AlUIUORN
1591y pesodoid

iy AjYuoly

g9]By Juasald

%0.L 9L 0g0e ¢ o96n $ 05'8¢ $
ET=ETRIT =R mng =)
jusolied Jejleq pasodo.d jussald

[enuspisoy Yyoul 8/ BDZIG Ise

sajey pesodold pue Jussald uosuedwo |9
uoISIAI(Q] Jejemalsepn - DT “SellllIN Y20 PO



08’68 $

05'6¢e $

ESSEINOG [SSOUNAA
z abed
tH 8npayds
Haiuxy

%0L9L geoe £ 0869 $ 056¢ $ -
abesn ueipapy

%0L9L 0£'0E $ 0869 & 0962 g -
afesn abelany
wnuadipy Ayjuopy
:sajey pasodold
winwiuipy Alyuop
:gejey Juesald
%0484 0E'0E $ 0869 $ 096¢ $ -
EEEETR] ET=E 0] | ng =] S0esM
juaalad §)=/[leg] pasadold ussaly
[SID49UWILIOT DU F/EXE/S 8ZIg 1SR

s2)ey pasodold pue Jussald uosuedwo) (g
UOISIAI(] 18JEMBISEM - DT ‘SSHININ 100 Py



1855 ¢

00'9ie $

BSSEINOG [SSSUUAA
¢ abey
#H 8|npayag
Hax3

%0494 FANA A $ 1£856 $ 0039LE g -
obesn ueipay

%0494 LECVE $ 12865 $ 009le § -
abesn abesany
winwiuiy Ajgiuowy
1sajey pasodold
winwiupy Auiuciy
1sajey Juaseld
%049 PR 4 $ 2£'855 $ 009ie $ -
aseaiou)] EENRIN mng (] abesny
el Jegoq pasodoid Jussalg
[elaleD) Yau| g 921G IS

sajey pesodold pue Juasaid uosuedwod |Ig
UoISIAI] J2JeM3)SEM - DT "S8lIIIN HooN pay



260 $

suo|eb |y

SUOJED 000'} Jod abieyD

26’0 - %

LWAUHUIP B SUOJIED
Ny ALiuoiy
1s8jey pesadosd

suojiet |1y

SUDJIED 00O’ L 18 abieyd

BS5RIN0Y [SSSUHAA
¥ abey
FH  enpsues
Hax3

LLUNLWILIER Ul SUD||RD)
Uy Algiuopy
S8Ry Jussald

%000

%0070

%00°0
%000
%000
%000
%000
%0070
%000
%000
%000
%000
%000
%000
%000
%000
%00'0
%000
%000
%000
%000
%000
%00'0
%000
%000
%000
%000
%000
AR

aseatiu|

wamad

- $ L0t

- $ E0vE)

y $
LT ETWII
IE||0]J

weny3

L0°26
98'28
GoEL
S¥va
LA
08
er Ly
£8°9¢
ZZEL
[4: XA
a0ee
3418
L2591
gL'l
6e'elL
SO°LL
Le's
1A
LEL
L2 -]
AN
09y
B9E
9L¢
¥a'lL
60

mg
pasodoiy

$ LL0vL $

$ cOvel $

2026
98'¢8
SOEL
S¥'¥9
LrA
eoor
evly
£9°92
egee
2942
z0ez
L8l
2591
ELFL
68’2l
SOt
A
628
FANYA
¥ro
2g's
gy
89°E
aL'Z
¥e'l
Z6'0

g
Juasaid

BZIS JPIFP

seley pesodald pue jussaid uostiedwon g
UOISIALT JBIEMBISEAN - DTT 'SAUINN H20Y Py

006°2S1
efiesyy ueipap

164°0LZ
sfiesn obeiony

000001
D006
0o0‘08
000'02
000'09
000°'05
o00'st
000'0t
000'GE
000'0E
poO'GE
000’02
000°8)
00091
000°F1
0DO'Z1
0000}
0006
poo's
0002
0009
poo's
000%
0oD'E
0002
0004

FOEEH



(500071 u)
SUo|ED
e
-Inwing

Sl SIBWI0ISNT) JO Jaquiny U afueys
95 s1aW0)sNT & ofielony
- afiesn ueipapy
- obesn abelany
g9L'0 895 LA 99 z2i5 195 95 obs cgs 53] 2GS 165 £es
99.'g -
894'9 -
89.'9 -
89.'9 -
89.°9 -
89.°9 -
29.'9 -
29.°0 -
29.°9 -
29.°9 -
29.°9 -
89.°0 -
89.°0 -
29.°9 -
29.'9 -
29.'9 -
89.'0 -
g9/'9 -
89,'0 £89.'9 895 ¥29 199 L8 195 595 o¥S 255 155 865 (Bei €85
ullflg TEs) g1-28( £1-ACN SI-PO  tTirdes  Erony  Epmr grunp ERBN €AY BB E1-994 CL-UET
aAnE el o 10 0 jo jo 10 o o 0 jo jo 0
-nwng Loy Yuowy Wyiuow LUy yuow yiuoly YILOW oW WUoOW  yuol  yiua Yiuow

BSSEINOE SSAUNAA
L abed

§-H 8INpayog
nqiyx3

[enUapisay yau| g/5
€102 'L£ 12qWwada popul 1esA 189l
UO|SIAI(] 181EMB]SEM - DT ‘SOIIIN Y20 pay

S|Elel

19215 JISIBW



{50001 U
sugjeD
anle
-[nwns

S1aL0ISND JO Jaquiny ul abueyd
s1auloisnD # abeiaay

abesn uzipap

abesn sbelany

Z Z [4 Z

[/ [4 [4 [4 [4 S|l

L4 -
L -
e -
¥e -
e -
ve -
A -
¥e -
¥e -
¥Z -
¥e -
¥e -
¥C -
¥Z -
v -
¥C -
e -
¥e -
¥e -
¥e -

be ¥z
g lea)

anne 1210l
-nwng

4 z 4 4
g7o5d EIMON E1PO 1058
10 Jo Jo 10
UIUOWN  UWIOW  YIOW  LAUOW

BSSRINOg :SSAUAN
Z abed

S-H ainpayasg
Hayx3

rA
Erbny
jo
URIOW

Z

<

Z 4 [4 4 [

grnr
10
Luop

gr-uny
jo
yluow

TIAelN €10dy  E-0EW €094 El-UET
jo0 0 Jls} o 0
Wuow Lo LUgly  yuop YIuop

{EIIBLUWIOY LOU| #/EXS/G 221G 19191
£1L0Z '€ tequateq popud Jes A 189
UoISIAK] J3peMmalsep] - D7 'SSRIINN ¥O0YH peY



- SIBWINISND JO Jagquiny ) aBueyg
z sJsmsny # abeioay
- abesn uelpsiy
- ofesn abeiany

¥e [4 4 4 [ 4 4 [4 [ 4 [4 4 4 siejol

- vz ;
- AVN -

- VN -

- WN -

. vz .

- .VN -

- .VN -

- .VN -

- vz ;

; vz ;

- VN -

- WN -

. vz .

- QN -

- VN -

; vz .

- vz .

- .VN -

- wm -

- .VN -

- VN -

- 1N -

- vm -

- vz .

- *N -

- ?N -

- vz .

- .VN -

- vN -

- e vz z 4 z 4 Z [4 4 4 4 4 z 4
Gop0TU) Dumg 8 Troed  EFRON EPO EIFRS EEPNY  ENr ELUNT ELRBN gi-idy £LeiN EL-O9d gouer 0L
SUO||ED) Al |ele] jo 10 jo jla] jo Jo jo ls} J0 10 jo Jo abesn
oAle qnung QUOW WO YIUOW  UIUOW  WIUO  WILOW  WUOW  WUOW  LUOW WO UILOW  Iuop
-|nwno

ESSRIN0Y (SSAUUAA
€ gbed |BI2J8WWON YoU) g 9215 Jeiep
S-H 2|npsyog €10T 'LE sBqluaded pspud Jea) 1SaL
nax3 uoISIAIC JO)EMBISEA - DT ‘SN Y20 PN



L BRIBWIESN? J0 Mquny w abvey?s

1 SBWSKNT) # MBIy

006 TS sbesn vePan

SN [T4 afiger) abesny

£9 9 ] - [] 8 [] 4 S il - 5 & HEeL
LiT'E B¢ - .
L2tk g8 - -
T 8 s . - - - - 3 - - - - - . L1B0i6 LLBOLG
FLLE AN -] L - - - N - 3 - - - - - - +B5'C06 PES'C06
£FLL 19 ' - - - - ' - - - - - - - 68P'L5L GO¥LEL
g0l os L - - - - - - - L - - - - 6F9'HE8 8P9'LES
PO 65 L - - - - - - 1 - - - - - qzv'ars ozv'are
5966 4t . - - - - - - - - L - - - 1PL2ES LPL'ZES
eee'e L& L - - - - } - - - - - - - TBE'LES I6C'LZS
80ER 9% b - t - - - - - - - - - - 068'ast 056'DLY
628'L 55 v 3 - - - - - - - - - - - 129'0iF Leg'RLY
ZHE'L 2] ' - L - - - - - - - - - - = o1 SEF'Z9E
086 €5 b - . - . - - - i - - - - z2s162 zZdeT
esgy  zg L - - - - - 4 . - - - . - 5E8'G42 5E8'542
4431 s L 3 - - - - - - . - - - - D6L'DHE 041097
2ei'g 05 L L - - - - - . . - - . - D05'£52 § LG2
#06'5 Bt L - - - . - - - ' - - - - Z01'C¥E Z0VERT
199's 1 ' - - - - - - - 1 - - - . 198 EET LG5 TET
[143 i ] - - - - - ' - - - - - - €282 £26'62T
BBLG o 1 . - . - - - - - 1 - - . TEETIT TETLZ
186'F (22 ] - - - - v - - - - - - . Z50°60Z 260'507
[): Tagd (] L . - - - - L - - - . - - bFi'GOE ¥r1GOC
845k te 3 - - - - L - - - - - - - EOZT 908'20Z
Py o H _ _ - n - - - - L - - - [X:: 1) 19828
SEVE 1] 8 i - - - - - - - . - - . 105'SBI 1D6'551
86T or L - - . - b - - - . - - - SE1'ZBI SELEBE
90T 6t . - - - L - - - - . - - - AT'eLL aTF'eLL
L L - 3 - - - - - - . - - - B56'9L1L s55'9LL
LEFE if L - - - - - 3 - - - - - - 2022k 202021
anz't % L R - - - - - - - - - - L 050°221 50 ZLL
vare  Sp L - 3 - - - - - - - - - - oreLLL obsLLL
[T ' - - - - . - B - - - - - LEL'PSL LELPOL
LT R 1 - . - ' - - . - - - . - £88'181 98'LEL
BEGE 2t v . - - - - - - - L - - - 008°261 0825 H
444 LE i - - - - - - 1 . - - . - BEB'LSL BER'LGL
1822 o ‘ - - - - - . - - - - 3 - OUB'SEL DOR'SEL
k1T (T4 i - - - - - - ) - - - - - ZLVLEL ZLLLEL
FI0Z BT ' - - - - - - - - L - - - 208624 TOR'ETH
9EE°L Lz i - . - - - - - . 3 - - - FELZZL vaL'ZZb
90t oz ! - . - - - - - - L - B - 800'01 65001
nseL ez ' - - - - - . - . - - - 3 5ZL'50L STL'EL
SPEL ¥E i - - - - - - - L - - - - SL0'FQL 5L0ROL
Lt L [¥4 ¥ - L - - - - I . - - I & DOo 00k LQd'08
Le0'L 8l 5 - . . - - . 3 - - - z T 000’08
$€9 - Pl [4 b . - - 1 - - - L - - - 000’08
3% 4 - - - - . - . - - - - - - Dan'Ds
353 i 3 - - - z - - - - L - - - 00009
14 3 £ - 3 - - - - L - 4 . - - 0OU'DS
0L g . - - - - - . - - - - - - 00y P
*oL s 3 - . - 3 - . - - - - - - BoY'De
99 r 3 3 - - - - - - - - - - . 200°S2
L 3 P - - - ' - - - - - - - - DopDE
L] z - - - - - - . - - - - - . 000’52
] z - - - - - - - - - - - - . uoo'nz
g z . - - - - - - - - - - - - 000'8t
] z . - - - - - . - - - - - - 000'9L
9 z - - - . - - - - - - . - - 0oyt
9 z - - . - - - . - - - - - - 0002}
] z - - - - - - - - - . . - - 000’0l
9 4 . . . N - . . - - . - - - 000’6
] H - - - - - - - - - - - - - ueo's
] z - - . - - - . - - . - - - 000°,
] z - - - - - - - - - - - - - 000’y
] z ] - - - - - - - - 1 - - - aon's
z L - - - - - - . - - - - - . 000'y
z ' - - . - - - - - - - - - - uoo’s
z L 1 - - . - - - - - . - L - 00T

- - - - - - - - - - - - - - - 000’
[FOoosul Gwpy PR ENE Ewn TR0 fldes Tbnw T EROT STRER {Tdv  fEA TR Tvwer 0L Wi
Sua| e BAgE E0L w0 ol o 2 » o ” e » Flud o o aBes} wbespy
sngE  -nwng VWO WO QWW WO WU WINON WO o uoW Vol WuoW Ul
-nwng
ETIRINGE 90U,
¥ wlizg Jueny3 92 0
§°H PINABYIS £L0Z 'LE /6OWS35( PIpUT AL 1= |

Ayl UDIS|AIG ITEMIISEM - D1 "SRIRIAN A20d poY



	INTRODUCTION AND QUALIFICATIONS
	OVERVIEW OF THE COMPANY™S REQUEST FOR RATE RELIEF
	OVERVIEW OF THE COMPANY™S REQUEST

	RRU™S WATER DIVISION
	Summary of A E and F Schedules
	Rate Base (B Schedules
	INCOME STATEMENT (C SCHEDULES)

	Cost of Capital (D Schedules
	Rate Design (H Schedules
	Other Tariff Changes

	IV WASTEWATER DIVISION
	11
	SUMMARY OF A E AND F SCHEDULES

	RATE BASE (B SCHEDULES)
	INCOME STATEMENT (C SCHEDULES)

	Cost of Capital (D Schedules
	14
	Rate Design (H Schedules

	Other Tariff Changes

